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INTRODUCTORY STATEMENT 


OF 


HON. ANGUS L. MACDONALD 
PREMIER OF NOVA SCOTIA 


By the inauguration of the present economic inquiry the Government of Nova 
Scotia is implementing an explicit undertaking given to the people of this province. 
That undertaking was not founded upon any desire of the present administration 
to avoid full responsibility for the performance of the normal obligations of govern- 
ment. We conceive it to be the first duty of government to secure the conditions 
within which the inhabitants of Nova Scotia may realize that healthy development 
of economic and social life to which their natural resources, enterprise, and high 
intellectual attainments justly entitle them. Succeeding administrations in this 
province have recognized this obligation. Despite the accumulated results of 
their efforts, we are compelled to acknowledge that for reasons yet to be determined - 
the economic development of Nova Scotia has failed to keep pace with that of other 
provinces of the Dominion of Canada. The resources of provincial legislation are 
not exhausted, but the growing complexity of industrial and commercial organiza- 
tion has rendered it increasingly more difficult to formulate policies with any clear 
appreciation of their ultimate effects. The depressed state of agriculture, fisheries, 
mining, and manufacturing in this portion of the Dominion, has brought home to 
us the necessity of an exhaustive study of the various factors affecting the economic 
welfare of our people. It is hoped that an inventory of our resources and a study 
of the constitutional and economic framework within which we operate may suggest 
appropriate remedies for the disappointments and reverses which have marked 
our history as a province since we became a part of the Dominion of Canada in 


1867. 


The scope of the present inquiry into economic conditions in Nova Scotia is 
without limit or restriction. We desire that the terms of reference issued to the 
Commission shall be interpreted in the broadest possible spirit. So far as the 
intention of the Government is concerned, there are no restrictions upon the free- 
dom of the Commission to inquire into every aspect of the economic life of this 
province. Of necessity, the investigation will deal, znter alia, with subjects which 
at present fall within the constitutional competence of the Dominion. ‘The inter- 
relations of Dominion and provincial functions are so multifarious and complex 
as to make it impossible to consider the economic life of a province independently 
of its connection with the economy of the Dominion. In appearing to invade the 
proper sphere of the Dominion, the Government of Nova Scotia desires to make 
it clear beyond question that it has no motive other than the promotion of the 
proper objectives of an exhaustive economic inquiry. It is important to observe 
that the entire economic life of Nova Scotia was altered by its entrance into the 
Canadian Federation. An investigation of its economic development within the 
structure of the Canadian federal system must form a very important part of the 
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task of the present Commission. For some sixty-five years the economy of this 
province has been, so to speak, under the joint stewardship of the Dominion Parlia- 
ment and the Provincial Legislature. It would seem to be eminently proper to 
inquire into the effects of that stewardship, whether conducted by one or the other 
political authority. It is conceivable that the constitutional framework established 
under the terms of the British North America Act, 1867, has operated unfairiy 
to this portion of the Dominion. It is also conceivable that such a framework, 
while equitable and efficient sixty-five years ago, is no longer suited to the needs of 
today, and imposes disproportionate burdens upon the Province of Nova Scotia. 
These are questions which deserve study and consideration. 


The Government of Nova Scotia recognizes clearly that on various occasions 
the Dominion Government and Parliament have realized the peculiar difficulties 
of this section of the Dominion, and have sought to discover the means whereby 
these might be removed. We desire to record our appreciation of every effort 
made in this direction. Ina proper philosophy of federalism the ills of one member 
of the federal family are the concern and responsibility of the entire household. 
The appointment of this Commission is in no sense an indication that the Province 
of Nova Scotia is lacking in appreciation of what has been attempted by the Dom- 
inion in previous years to solve our economic problems. It so happens, however, 
that in every previous economic inquiry, whether instituted by the Dominion or by 
the province, certain factors in our economic situation have failed to receive con- 
sideration. The most recent inquiry was that conducted by the Royal Commission 
on Maritime Claims, in 1926. While designed originally to be exhaustive in its 
scope, this Commission was, according toa statement made in the House of Assem- 
bly of Nova Scotia in April, 1929, by the then Premier of the province, restricted 
in fact in its examination of the effects of the trade and tariff policy of the 
Dominion on the economic interests of the Maritime Provinces. In the opinion 
of the Government of Nova Scotia that omission must now be rectified. It is 
impossible to conceive of any thorough inquiry into the economic conditions of this 
or any other community without a careful study of the trade and tariff policies which 
over a long period of years, have determined the selection and growth of its in- 
dustries, and have regulated the development of its commerce. If one cause, 
more than another, has contributed to disaffection in the Province of Nova Scotia, 
it is the belief that the trade and tariff policies of the Dominion have operated 
unfairly upon this section of Canada. Whatever the result of this investigation 
may be, an important public service will have been rendered if light can be thrown 
upon this aspect of our situation, which has caused bitter controversy and mis- 
understanding in the past, and has prevented Nova Scotians from adopting a 
common point of view in relation to measures of economic recovery. 


A distinction must necessarily be drawn between the scope of the investiga- 
tion to be conducted by this Commission and the subject matter of the brief which 
will be presented to the Commission on behalf of the Government of Nova Scotia. 
The scope of the investigation to be conducted by the Commission is indicated 
by the terms of reference issued to the Commission. The brief to be submitted on 
behalf of the Government of Nova Scotia has two definite objects in view: 


Ilf 


(1) To give the historical background of the economic problems of Nova 
Scotia; 


(2) To deal with such aspects of the economic problems of Nova Scotia as 
fall within the general field of Dominion-Provincial relations. 


Upon general economic conditions and the problems of particular industries in the 
province the Commission will make its own investigations and will receive evidence 
from various public bodies, trade associations, corporations, and private individuals. 
In addition to such evidence, however, it is necessary to consider the effect upon 
the economy of Nova Scotia of constitutional arrangements under the British 
North America Act, and legislation of the Dominion Parliament upon such subjects 
as trade, taxation, transportation, fisheries, etc. The responsibility for this portion 
of the evidence and argument devolves fairly upon the Government of Nova Scotia. 
In the preparation of the brief to be submitted on behalf of the Nova Scotia Govern- 
ment, attention has been focussed upon constitutional relations, trade and _ tariff 
policies, transportation, taxation, subsidies, and special subventions in their in- 
cidence respectively upon economic conditions in this province. 


Almost a century ago Thomas Haliburton, the first historian of Nova Scotia, 
applied these memorable words to the resources and prospects of his native province: 
4 ..almost an island indented everywhere with harbours, surrounded with 
fisheries; ‘the key of the St. Lawrence, the Bay of Fundy, and the West Indies; 
prime land above, one vast mineral bed beneath, and a climate over all temperate, 
pleasant and healthy . _........ It will have the greatest trade, the greatest 
population, the most manufactures and the most wealthof any state this side of 
the water.”’ It isasombre fact that the progress of Nova Scotia has fallen far short 
of this glowing prophecy. The evidence of its failure to develop in company with 
the large provinces on the St. Lawrence, with which it was united at Confederation, 
will be submitted for the consideration of the Commission. That much of this 
evidence is of common knowledge is attested by a significant extract from the 
recent Report of the Royal Commission on Newfoundland, 1933, at page 189-190: 


“The people of Newfoundland would much prefer to be masters in their 
own home, however poor, than to play the part of Cinderella in the Canadian 
mansion........Witnesses who expressed these apprehensions frequently 
sought to illustrate their argument by reference to conditions in the Maritime 
Provinces of Canada. They pointed out that the markets of Newfoundland, 
like those of the Maritime Provinces, lie outside Canada; indeed, Canada only 
imported $1,000,000 worth of goods from Newfoundland in 1932, whereas she 
exported to Newfoundland goods to the value of $8,000,000, or half the total 
imports of the Island. On the other hand, it was claimed, the imposition of a 
high protective tariff compels the Maritime Provinces to purchase their re- 
quirements of manufactured articles from Central Canada. It was suggested, 
that, in the same way, Newfoundland, while finding in Canada no outlet for the 
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products of her fisheries or her forests, would be compelled to sacrifice her exist- 
ing freedom to buy in the cheapest market and to confine her import trade in- 
creasingly to Canadian channels. It was alleged that, in the Maritime Pro- 
vinces, local industries had to a large extent been ousted by the growing 
activities of a centralized industrial machine, and the deduction was drawn 
that the same effects would manifest themselves in Newfoundland. The 
Island, it was argued, would in fact be involved with the Maritime Provinces 
in a continual struggle to prevent the cost of living being raised for the benefits 
of the manufacturer in Central Canada to heights which would ctipple the 
export trade on which she is dependent for her livelihood.” 


Nova Scotia cannot accept with complacency the persistent enervation of its 
economic life. There are some who say that as a people we have not risen to the 
opportunities that lie at our door. It is possible that there has been a failure of 
governmental initiative and a lack, as well, of private and co-operative enterprise 
among the inhabitants of this province. It is also possible that factors beyond 
our constitutional control have prevented us from entering into our heritage, and 
that only by a revision of the governmental and economic structure of the federal 
system will it be possible for this province to realize in any considerable measure 
the promise of its resources and maritime position. It is for this Commission to 
inquire into the causes of our economic difficulties, wherever they may be found. 
The Government of Nova Scotia is resolved that no stone shall be left unturned in an 
effort to resuscitate the industries of the province and restore it to a position which 
will prevent it from being held up as a warning and example of the paralyzing 
effect of Confederation upon the interests of this maritime community. 


Sometimes, in a remote section of country, the wayfaring traveller comes 
suddenly upon the remains of a town or village which once knew prosperity but for 
a variety of reasons has fallen behind in the march of progress. Its fate is written 
on its deserted streets, its unpainted houses, its abandoned farms and factories. 
It has accepted its sentence and has sunk below the margin, so to speak, of the 
current standards of economic advancement. It is to avoid such a fate as this 
that Nova Scotia seeks redress for its disabilities. And it bases its claims on the 
principle that a federation defeats its primary purpose if, through its constitutional _ 
arrangements or by policies instituted by the national government, it accomplishes 
the debilitation of one or more of the political communities of which it is comprised. 


A Submission on Dominion- Provincial Relations 
and the Fiscal Disabilities of Nova Scotia within 
the Canadian Federation 
PRESENTED BY 


NORMAN McL. ROGERS 
ON BEHALF OF THE NOVA SCOTIA GOVERNMENT 


INTRODUCTION TO THE HISTORICAL SURVEY OF THE FEDERATION 
MOVEMENT IN NOVA SCOTIA 


The brief which I have the honour to submit to this Commission on behalf of 
the Government of Nova Scotia has two objects in view. The first of these objects 
is the presentation of an historical introduction to the economic and constitutional 
problems which are to be the subjects of special investigation under the terms of 
reference. It is desirable to point out that this historical section of the brief is 
intended to serve a larger purpose than the mere provision of a background for the 
study of economic and constitutional questions. Some of the problems which will 
be submitted for your consideration do not belong to this day and generation alone 
but are rooted deeply in the subsoil of history. Nova Scotia was a distinct political 
community under the British Crown for more than a century and a half before it 
became one of the original provinces of the Dominion of Canada. For more than 
a century before Confederation the Legislature of Nova Scotia held its sessions 
from year to year in the city of Halifax. Inevitably the accumulated experiences 
and traditions of this long period of separate colonial existence created a distinct 
consciousness and loyalty among the inhabitants of the province. That loyalty 
has been supplemented but never superseded by the larger sentiment of Canadian 
nationality which has developed during the last sixty-five years within the struc- 
ture of the Canadian Federation. 


A review of the history of the negotiations which preceded Confederation is 
indispensable to an understanding of the moral and equitable basis of the claims | 
of Nova Scotia against the Dominion for the removal of its disabilities under the ° 
federal constitution. It will be necessary to show that Nova Scotia entered the 
Dominion of Canada under circumstances which left an unfortunate legacy of dis- 
trust and recrimination. This distrust of federation was founded upon the belief 
that the terms of union as set out in the Quebec and London Resolutions and subse- 
quently in the British North America Act were prejudicial to the interests of this 
province. The historical evidence will indicate that the majority of the inhabitants 
of the provincefwere opposed to union under the terms proposed. NovaScotia ac- 
cepted its position within the federation with reluctance and grave misgivings. It 
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bowed to considerations of imperial policy and the authority of an imperial statute. 
It might be said that the union was one of parental convenience rather than a 
natural and voluntary union born of mutual interest and attachment. This ori- 
ginal defect has not been forgotten. Perhaps it has been exaggerated with the 
passage of time. Certainly it has not contributed to the development of that 
confidence and harmony which are desirable in the operation of a federal system of 
government. The removal of this hereditary distrust is equally the concern of 
the Dominion and of Nova Scotia. An old chapter of distrust must be replaced » 
by anew chapter of confidence. The past can be forgotten only if the present and _ 
future interest of Nova Scotia can be reconciled on equitable terms with the con- ' 
stitutional framework and basic policies of the Dominion. 


It is important to observe that Nova Scotia did not cease to be a distinct 
community when it became a province of the Dominion of Canada. It retained 
its individuality as a member of an association of provinces united for certain 
designated purposes under the provisions of a federal constitution. A federation 
is not an amalgamation which results in the creation of a new entity through a 
combination of elements which lose their identity in the process. Rather is it to ° 
be likened to a limited partnership wherein the individual members preserve their 
separate character even while for certain purposes they conduct their business in 
common as a single firm. This persistence of the component states or provinces 
as distinct entities within the federal structure has been described in figurative 
language by Lord Bryce in his celebrated work ‘‘The American Commonwealth.” 


“The central or national government and the State governments may be 
compared to a large building and a set of smaller buildings standing on the 
same ground, yet distinct from each other. It is a combination sometimes 
seen where a great church has been erected over more ancient homes of wor- 
ship. First the soil is covered by a number of small shrines and chapels, 
built at different times and in different styles of architecture, each complete 
in itself. Then over them and including them all in its spacious fabric there 
is reared a new pile with its own loftier roof, its own walls, which may perhaps 
rest on and incorporate the walls of the older shrines, its own internal plan. 
The identity of the earlier buildings has however not been obliterated; and 
if the later and larger structure were to disappear, a little repair would enable 
them to keep out wind and weather, and be again what they once were, dis- 
dinct and separate entities.”’ (1). 


This peculiar characteristic of federalism has to be emphasized in the study of 
problems arising out of the relations of federal government. It explains the tenacity 
of local sentiment in the older provinces of the Dominion of Canada. It suggests 
also the important truth that a federation exists not to destroy but to maintain 
the distinct identity of its component communities. 


(1) Bryce, The American Commonwealth, Vol. 1, p. 14 
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CHAPTER 1 


NOVA SCOTIA AND THE MOVEMENT FOR A FEDERATION OF THE 
PROVINCES OF BRITISH NORTH AMERICA 


Following the publication of Lord Durham’s Report in 1839 the expediency 
of a union of the colonies of British North America was discussed on several occa- 
sions in the Legislature of Nova Scotia. It can scarcely be said, however, that 
the question passed beyond the limits of academic discussion until 1861 when the 
House of Assembly adopted without debate the following resolution :— 


“Whereas, the subject of a union of the North American Provinces, or 
of the maritime provinces, from time to time, has been mooted and discussed 
in all the colonies: 


And whereas, while many advantages may be secured by such a union 
either of all these provinces or a portion of them, many and serious obstacles 
are presented, which can be only overcome by mutual consultation of the 
leading men of the colonies, and by free communication with the Imperial 
Government: 


Therefore resolved, That His Excellency the Lieutenant Governor be 
respectfully requested to put himself in communication with His Grace the 
Colonial Secretary and His Excellency the Governor General, and the North 
American Colonies, in order to ascertain the policy of Her Majesty’s Govern- 
ment and the opinions of the other colonies, with a view to the enlightened 
consideration of a question involving the highest interests, and upon which 
the public mind in all the provinces ought to be set at rest.’’ (1) 


On April 15th, 1861, the House of Assembly of the United Provinces of Upper 
and Lower Canada adopted a resolution in similar terms suggesting that it might 
be desirable upon so important a subject to ascertain the policy of Her Majesty’s 
Government, and to promote a consultation between the leading men of the colonies. 
In May, 1862, a copy of the resolution was forwarded to England for the consider- 
ation of Her Majesty’s Government, accompanied by a despatch from the Earl 
of Mulgrave, then Lieutenant-Governor of the Province of Nova Scotia, to the 
Duke of Newcastle, Secretary of State for the Colonies. In a despatch of July 
6th, 1862, the Duke of Newcastle stated that the proposal, if made, for either of 
the suggested measures of union, should emanate in the first instance from the 
provinces, and should be concurred in by all of them which it would affect. He 
saw no objection to any consultation on the subject among the leading members of 


(1) A detailed narrative of the events and correspondence set out in this section of the brief will be found 
in Journals, House of Assembly, Nova Scotia, 1868, Appendices 7 & 9. 
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the governments concerned but expressed the opinion that whatever the result 
of such consultation might be, the most satisfactory mode of testing the opinion 
of the people of British North America would probably be by means of a resolu- 
tion or address proposed in the Legislature of each province by its own govern- 
ment. Beyond this expression of the views of Her Majesty’s Government as to 
the preliminary steps which might be taken towards the decision of the question, 
the Duke of Newcastle was not prepared to announce any course of policy upon an 
invitation of only one of the British North American provinces, and containing 
a resolution so vague and general in its terms. 


In September, 1862, delegates from the provinces of Nova Scotia and New 
Brunswick held a conference at Quebec with members of the Executive Council of 
the United Provinces of Upper and Lower Canada. As a result of this meeting it 
was decided that until the proposed Intercolonial Railway was constructed and 
free trade between the provinces established, it would be premature to give serious 
consideration to the subject of a political union of the provinces. 


Soon after the return of the Nova Scotia delegates from this abortive confer- 
ence, a general election of members of the House of Assembly for the 28rd general 
assembly of the province took place in May 1863. It does not appear that the 
subject of intercolonial union was brought to the attention of the electorate on 
this occasion. Immediately after the election of 1863 a new provincial govern- 
ment was formed with Dr. Charles Tupper as Premier. This government remained 
in office until the federation of the provinces of British North America became 
an accomplished fact. 

In 1864, at the first session of the new Legislature, the House of Assembly at 
the instance of the new administration adopted a resolution providing that dele- 
gates should be appointed to confer with delegations from New Brunswick, New- 
foundland, and Prince Edward Island for the purpose of discussing the expediency 
and practicability of a union of these maritime provinces of British North Americ¢a. 
Pursuant to the terms of this resolution, delegates were duly appointed by all the 
provinces and a conference was convened at Charlottetown, Prince Edward Island, 
on Sept. Ist, 1864. 


In the meantime events in the United Provinces of Upper and Lower Canada 
led to the formation of a coalition government which was committed definitely to 
a union of the provinces of British North America. Accordingly, when it was 
learned that delegates from the four maritime provinces were to consider the 
narrower project of union at Charlottetown, permission was sought by the Govern- 
ment of the United Provinces to send a delegation to confer with the delegations 
from the other provinces. This deputation was received by the Charlottetown 
Conference on Sept. 2nd. No official record of this conference has been published. 
The delegations continued their conversations at Charlottetown for some days 
and then met by successive adjournments on the 10th of September at Halifax, 
Nova Scotia and on the 16th of September at St. John, New Brunswick. 
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On the 23rd of September, 1864, in accordance with an approved minute of 
that date of the Executive Council of the United Provinces of Upper and Lower 
Canada, His Excellency, Viscount Monck, the Governor, invited the Lieutenant- 
Governors of Nova Scotia, New Brunswick, Prince Edward Island, and the Gover- 
nor of Newfoundland, to name a deputation to represent their respective provinces 
at a conference to meet at Quebec on October 10th, 1864, to consider the question 
of a union of these colonies and the United Provinces of Upper and Lower Canada, 
and to formulate a scheme for the practical realization of the idea, which might 
be submitted as embodying the general opinion of the governments of the several 
provinces to the Secretary of State for the Colonies, with a view to obtaining his 
sanction for legislation on the subject. 


The Quebec Conference was convened on October 10th and continued its 
sessions until the 29th of that month. It resulted in the adoption of resolutions 
which were designed to serve as the basis of a proposed federation of the provinces. 
of British North America. The seventieth resolution of the Quebec Conference 
declared that “‘the sanction of the Imperial and Local Parliaments shall be sought 
for the Union of the Provinces, on the principles adopted by the Conference.”’ 


It is a matter of record that the discussions at Charlottetown and Quebec on 
the wider subject of a union of all the provinces of British North America were not 
authorized by any resolution of the House of Assembly of Nova Scotia. The pro- 
cedure actually followed is set forth in the Speech from the Throne delivered at 
the opening of the Nova Scotia Legislature in 1865: 


‘‘At the opening of the session, the Officer then administering the Govern- 
ment alluded to the identity of the interests of the British North American 
Maritime Provinces, and laid before you a proposal for devising means of 
effecting their Union under one Government. The consideration which you 
then gave to the question led to a resolution requesting the Officer administer- 
ing the Government to appoint Delegates, not exceeding five in number, to 
confer on that subject with Delegates from New Brunswick and Prince Edward 
Island. : 


When invited by the Governor-General to send Delegates to Quebec to 
discuss the wider question, I considered it my duty to obtain previously the 
consent of Her Majesty’s Government. I then appointed on behalf of this 
Province the same gentlemen who had represented her interests in the first 
Conference. The second Conference commenced its sittings at Quebec on 
the 10th of October, and did not conclude them till the 29th of the month.” 


Despite the undertaking given in the seventieth resolution of the Quebec 
Conference, the Government of Nova Scotia did not submit the resolutions of the 
Quebec Conference for the approval of the Legislature. Dr. Tupper, aware of the 
opposition which had developed in the province towards the Quebec Resolutions, 
reverted to the more limited project of a union of the Maritime provinces as con- 
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templated by the resolution passed by the House of Assembly in the previous 
session. On April 24th, 1865, the Assembly of Nova Scotia adopted a resolution 
approving the resumption of negotiations for the union of Nova Scotia, New Bruns- 
wick and Prince Edward Island. On May 2nd a resolution in substantially the 
same terms was adopted by the Legislative Council of Nova Scotia. These 
resolutions were communicated to the Lieutenant-Governors of New Brunswick 
and Prince Edward Island. The Legislature of New Brunswick agreed to resume 
the conference on a union of the Maritime Provinces. The Executive Council of 
Prince Edward Island declined to take part in any conference having in view its 
union with any of the provinces, the ground of refusal being that the people of that 
colony were opposed to any such union. As a result of the refusal of the govern- 
ment of Prince Edward Island to resume negotiations no further steps were taken 
under the resolution of April 24th, 1865. | 


In the meantime, on March 10, 1865, the Legislature of the United Provinces 
of Upper and Lower Canada adopted the Resolutions of the Quebec Conference 
and an Address to the Queen was framed, in the following terms :— 


“We, Your Majesty’s most dutiful and loyal subjects, the Commons of 
Canada, in Parliament assembled, humbly approach Your Majesty for the 
purpose of praying that Your Majesty may be graciously pleased to cause a 
measure to be submitted to the Imperial Parliament for the purpose'of uniting 
the Colonies of Canada, Nova Scotia, New Brunswick, Newfoundland and 
Prince Edward Island, in one Government, with provisions based on the 
accompanying resolutions which were adopted at a Conference of Delegates 
from the said Colonies held at the city of Quebec on the 10th of October, 1864. 
All which we the Commons of Canada humbly pray Your Majesty to take 
into your gracious and favorable consideration.” : 


During the session of 1865 of the House of Assembly of Nova Scotia 183 peti- 
tions signed by upwards of 15,000 persons were presented to the House praying 
that it would not assent to any measure for the federation of the British North 
American provinces without an opportunity being afforded the people of the pro- 
vince to express their opinion on the issue at a general election. In the session of 
1866 the House of Assembly received 130 petitions signed by over 8500 persons 
praying that the House would not assent to any measure for the federation of the 
provinces until the electors had been given an opportunity to pronounce upon it. 
In the Speech from the Throne opening the session of 1866 no reference was made 
to the union of the provinces. On April 10th, however, the Legislative Council 
and the House of Assembly adopted a resolution in the following terms:— 


Whereas in the opinion of this House, it is desirable that a Confederation of 
the British North American Provinces should take place:— 


‘“‘Resolved, therefore, that His Excellency the Lieutenant-Governor be 
authorized to appoint delegates to arrange with the Imperial Government a 
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scheme of Union which will effectually insure just provision for the rights and 
interests of this province; each province to have an equal voice in such dele- 
gation, Upper and Lower Canada being, for this purpose, considered as separ- 
ate provinces.”’ 


It will be noted that no reference is made in this resolution to the resolutions adopted 
in 1864 by the Quebec Conference which had been adopted by the Parliament of 
the United Provinces of Upper and Lower Canada as the basis of the proposed 
union. 


Following the passage of the resolution referred to above, numerous meetings 
were held in various parts of Nova Scotia at which resolutions were adopted con- 
demning the action of the Legislature in relation to federation and asking that 
the issue should be submitted to the people at a general election before any final 
action in the matter should be taken. The provinces of Newfoundland and Prince 
Edward Island declined to have any part in the conference to be held in London. | 


Under the terms of the resolution passed by the Legislative Council and House 
of Assembly in 1866, delegates were appointed to attend the proposed conference 
in London on behalf of Nova Scotia and delegates were similarly appointed to 
represent the provinces of Canada and New Brunswick. These several delegations 
met in London in the closing months of the same year. In the meantime a dele- 
gation representing the views of those opposed to federation in Nova Scotia arrived 
in England and placed their views before the Earl of Carnarvon, Secretary of State 
for the Colonies. This latter delegation was headed by Hon. Joseph Howe the 
acknowledged leader of the anti-confederate movement in Nova Scotia. 


On December 4th, 1866, resolutions were adopted at a conference in London 
of the delegations from the provinces of Canada, New Brunswick, and Nova Scotia 
which with certain alterations made at the instance of the Secretary of State for 
the Colonies formed the basis of the British North America Bill as introduced in 
the House of Lords. In March, 1867, a petition to the House of Commons 
was presented by Admiral Erskine, signed by 31,000 adult males of the province 
of Nova Scotia, praying that time for the expression of the feelings of the people of 
Nova Scotia might be allowed before the adoption of any scheme of confederation 
of that province with any of the other provinces of British North America. Not- 
withstanding this petition, the bill for union was pressed forward in Parliament 
and received the royal assent on March 29th, 1867. By a Proclamation of Her 
Majesty under the terms of the British North America Act it was declared that the 
union should take effect on and after July 1st, 1867. 


THE INTEREST OF THE IMPERIAL GOVERNMENT IN PROMOTING 
A UNION OF THE PROVINCES OF BRITISH NORTH AMERICA 


This recital of the salient facts of the federation movement in Nova Scotia 
during the period 1860-1867 has been confined in the main to the sequence of events 
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within this province. It does not reveal the influences beyond the boundaries of 
Nova Scotia which had a determining effect upon the success of the federation 
movement and more particularly upon the inclusion of Nova Scotia in the union 
of the provinces of British North America. Chief among these influences was the 
pressure exercised by the Imperial Government in support of the cause of union. 


It will be recalled that in 1862 the Secretary of State for the Colonies was not 
prepared to announce any course of policy on behalf of the Imperial Government 
in relation to a union of some or all of the provinces. In 1864 this policy of bene- 
volent neutrality was reversed. From this time forward the consummation of a 
union of the provinces of British North America became one of the chief preoccupa- 
tions of the Colonial Office. On December 8rd the full support of the Colonial 
Office was given to the general purpose and purport of the resolutions which had 
emerged from the Quebec Conference. The despatches from Edward Cardwell 
who had succeeded the Duke of Newcastle as Colonial Secretary afford abundant 
confirmation of the reversal of imperial policy. The policy of active promotion of 
federation by the Colonial Office was carried forward by means of influence exercised 
on the Lieutenant-Governors of New Brunswick and Nova Scotia either directly 
or through the active co-operation of Viscount Monck, Governor-General of Can- 
ada. Through the Lieutenant-Governors of New Brunswick and Nova Scotia 
the weight of imperial influence was brought to bear upon members of the Govern- 
ments and Legislatures of the dissentient provinces. This influence was a factor 
of profound importance in the negotiations which finally brought New Brunswick 
and Nova Scotia into the union. (1). 


Unquestionably it was the primary consideration of defence which accounted 
for the reversal of British policy on the subject of intercolonial union. As the 
Civil War progressed in the United States and tension increased between Great 
Britain and that country it became necessary to contemplate the possibility of 
hostilities which might involve the invasion of the British North American pro- 
vinces, and the annexation of the western territory which was as yet unorganized 
and defenceless. This consideration of colonial defence was given added impor- 
tance by the Fenian Raids and the many alarms of a Fenian invasion which marked 
the period between the Quebec Conference and the passage of the British North 
America Act. It is noteworthy that Cardwell, in expressing his approval of the 
Quebec Conference, declared that “it was eminently calculated to render easier 
and more effectual the provisions for the defence of the several Provinces.’ (2) 


(1) ‘The Canadian Federation’’—R. G. Trotter, p. 180. 
The Canadian Historical Review, Vol. IX, No. 1, ‘‘New Brunswick’s Entrance into Confederation,”’ 
George E. Wilson. 
The Canadian Historical Review, Vol. XIII, No. 1, ‘British Policy in Canadian Confederation,’’ 
Chester Martin. 


(2) C. O. 188 Vol. 45, Cardwell to Gordon, April 12, 1865 quoted by Chester Martin, ‘‘British Policy in 
Canadian Confederation’’, Canadian Historical Review, Vol. XIII, No. 1. 
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It will serve no useful purpose at this date to give further emphasis to this 
phase of the negotiations for federation. The evidence is abundant and conclusive 
that the Imperial Government used all the influence at its command to bring about 
the union. The motives behind this policy need not be brought into question. 
The fact remains that the Imperial Government played a decisive role in the manoe- 
uvres which brought Nova Scotia into the Canadian federation against the wishes 
and sentiment of the great majority of its inhabitants and without an opportunity 
being afforded them to render a decision in accordance with their own conception 
a their obligations and interest as a self-governing community under the British 

rown. 


CONCLUSIONS DRAWN FROM THE NEGOTIATIONS FOR FEDERATION 


The view has been advanced in some quarters that the British North America 
Act, as grounded upon the resolutions of the London Conference of 1866, is a treaty 
or contract alterable only by the unanimous consent of the provinces and the Dom- 
inion through their legislatures. Nova Scotia cannot subscribe to this interpre- 
tation of the British North America Act. If this statute did purport to rest upon 
or embody the terms of an agreement with the other provinces, such an agreement 
might be impugned by Nova Scotia on various grounds upon which contracts are 
ordinarily nullified in a court of law. There was undue influence, if not duress, 
applied by the Imperial Government at a critical stage of the negotiations. There 
was no prior authorization of agents to conclude a binding agreement with repre- 
sentatives of the other provinces. The only resolution through which the Nova 
Scotia Legislature appears to have given a constructive assent to a union with the 
other provinces, was expressed in the following terms: 


“That his Excellency the Lieutenant-Governor be authorized to appoint 
delegates to arrange with the Imperial Government a scheme of union which 
will effectually ensure just provisions for the rights and interests of this Pro- 
vince; each Province to have an equal voice on such delegations. Upper and 
Lower Canada being for this purpose considered a separate Province.” 


There was no subsequent ratification of the express terms of the new constitution 
by the Nova Scotia Legislature. 


The procedure by which the Canadian Federation was brought into existence 
is without parallel in the history of federal government. In the United States 
and in the Commonwealth of Australia the federal constitution in each case was 
submitted either to the legislature or electorate of the constituent states or provinces 
for approval, thus affording to the new constitution a solid foundation of popular 
consent. In the union.of the provinces of British North America no opportunity 
was given for approval of the actual terms of the constitution, either to the legis- 
latures or to the peoples of the federated provinces. On the contrary, the pro- 
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ceedings of the London Conference of 1866, and the earlier drafts of the British 
North America Bill were purposely withheld from public knowledge. The motive 
behind this deliberate policy of secrecy is frankly revealed in a letter addressed by 
Sir John Macdonald to the Earl of Carnarvon, Secretary of State for the Colonies, 
dated December 25, 1866. This letter was expressed in the following terms: 


‘Dear Lord Carnarvon, 

I am happy to inform you that the delegates who have sat steadily from 
the 4th to the 24th instant, have arrived at a satisfactory conclusion, and have 
adopted by the unanimous vote of the provinces, a series of resolutions which 
I shall transmit to-morrow morning to your Lordship at the Colonial Office. 

The delegates desire me to convey to you their opinion that it is expedient 
to avoid any publicity being given to the resolutions until the bill is finally 
settled and ready to be laid before parliament. They think that their early 
publication would answer no good purpose, and might tend to premature 
discussion on imperfect information of the subject, both in this country and 
America. 

Believe me, dear Lord Carnarvon, 
Very sincerely yours, 


JOHN A MacDONALD. (1) 


The Rt. Honourable, 
The Earl of Carnarvon, 
Secretary of State for the Colonies.”’ 


It is aforced interpretation of historical facts to suggest that Nova Scotia wasa 
voluntary party to any federal agreement with the other provinces. The task of draw- 
ing up a new constitution for the Provinces of British North America attached to the 
function of the legislature, and did not lie properly within the field of executive 
action. The Crown, as advised by its Ministers in the several provinces, did not 
possess the power of altering the constitution, and could not authorize or instruct 
delegates to conclude a binding agreement which contemplated such radical changes 
in the Colonial Constitution as were proposed by the Quebec Resolutions or the 
London Resolutions. In so far as there was a power to alter a colonial constitution 
that power was legislative in character. It was doubtless with this consideration 
in mind that the Quebec Conference of 1864 adopted a resolution in the following 
terms: 


“The Sanction of the Imperial and Local Parliaments shall be sought for the 
Union of the Provinces, on the principle adopted by the Conference.”’ 


And in the same sense the Rt. Hon. Mr. Cardwell, Secretary of State for the Colon- 
ies, wrote to Lord Monck, Governor of Canada, on December 38, 1864, in the follow- 
jing terms: 


(1) Pope’s Confederation Documents, p. 306. 
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“Her Majesty’s Government anticipates no serious difficulty in this part 
of the case, since the Resolutions will generally be found sufficiently explicit 
to guide those who will be entrusted with the preparation of the Bill. It 
appears to them, therefore, that you should now take immediate measures in 
concert with the Lieutenant-Governors of the several Provinces for submitting 
to their respective Legislatures this project of the Conference and if, as I hope, 
you are able to report that those Legislatures sanction and adopt the scheme. 
Her Majesty’s Government wil! render you all the assistance in their power for 
carrying it into effect.”’ 


As already stated, the Quebec Resolutions did not receive the sanction and 
approval of the Legislatures of New Brunswick and Nova Scotia. The Quebec 
Resolutions, moreover, were altered and superseded by the Resolutions of the Lon- 
don Conference of 1866. It would seem that if constitutional propriety required 
the endorsement by the Legislatures of the Provinces of the Resolutions of the 
Quebec Conference, the same reasoning must apply with equal force to the Resolu- 
tions of the London Conference. The fact remains, however, that the London 
Resolutions were never submitted to the Legislatures of the Provinces for approval, 
and in this transaction the members of the London Conference, under the direction 
of Sir John Macdonald, acted apparently with the support of the Secretary of 
State for the Colonies. If we seek a reason for this change of policy, this departure 
from acknowledged constitutional practice, we are compelled to conclude that the 
resolutions were not submitted to the Legislatures for approval because the Imperial 
Government, which was now firmly committed to the union of the Province, feared 
that such resolutions might fail of adoption if presented to the Legislature of Nova 
Scotia. Asa result of this omission, it is correct to say that the only prior consent 
given by Nova Scotia to the precise terms of the scheme of union set out in the 
British North America Act, 1867, was the consent given by the Ministers of the Crown 
in Nova Scotia. In other words, so far as Nova Scotia was a party to the London 
Resolutions and the British North America Act, this change in its status and con- 
stitution, contrary to constitutional practice and the implications of responsible 
government, was accomplished by an executive act. The federation of the Pro- 
vinces of British North America was achieved in legal form by a statute of the 
Imperial Parliament. It was achieved, in fact, by the persistent solicitations and 
pressure of the Imperial Government, acting in conjunction with the delegates 
from the United Provinces of Upper and Lower Canada. 


Having this sequence of events in mind, it is important nevertheless to observe 
that in sending delegates to the London Conference of 1866, the Nova Scotia Legis- 
lature placed its trust in the arbitrament of the Imperial Government, properly 
advised by delegates from all the Provinces. (1): 


As Sir Charles Tupper declared: ‘The Imperial Government and Parliament 
will have an opportunity of largely improving that scheme (The Quebec Resolutions) 


(1) Debates of the Legislative Assembly of Nova Scotia, 1866, p. 189. 
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and giving us an amount of consideration that otherwise we might not obtain” (1) 
It is not going too far to say that the Imperial Government, having determined to 
achieve a federation of the Provinces of British North America, assumed the re- 
sponsibility of undertaking to Nova Scotia that the terms of union would be just 
and equitable. This conclusion is drawn not only from the circumstances surround- 
ing the final negotiations at the London Conference, but also from the official 
correspondence which ensued between the Government of Nova Scotia and Secre- 
taries of State for the Colonies in Great Britain. 


THE REPEAL MOVEMENT IN NOVA SCOTIA 


The British North America Act received the Royal Assent on March 29, 1867. 
It was brought into operation by Royal Proclamation on July 1, 1867. On the 
same date, the first Dominion Government was formed with Sir John A. Macdonald 
as Prime Minister. On September 18 of this year general elections were held, both 
for the Dominion Parliament, and for the Legislative Assembly in Nova Scotia. In 
this province the outstanding issue was Confederation, as set out in the terms of 
the British North America Act. The result was an overwhelming defeat for the 
supporters of Union. In the elections for the Assembly in Nova Scotia, only two 
supporters of Confederation were returned out of thirty-eight representatives. 
In the election of Nova Scotia members of the first Dominion Parliament, only one 
supporter of Confederation was elected among the nineteen representatives. 


In Nova Scotia the new House of Assembly addressed itself without delay 
to the task of securing the repeal of the British North America Act in its application 
to this Province. Various despatches and documents bearing upon the Repeal 
Movement of 1868, are set out in Appendices 9 and 10, of the Journal of the House 
of Assembly of Nova Scotia, 1868, and are submitted herewith. No useful purpose 
will be served by referring to them in detail at this time. It is important, however, 
to note precisely the features of the British North America Act, which aroused 
particular opposition in the Province of Nova Scotia at this date. The chief 
objections to the new federal constitution are given in the excerpts from despatches 
and public documents, which follow: 


‘But let us see how Confederation has operated upon Nova Scotia already. 
It has been in existence one year and we have already had our tariff raised, and 
our indirect taxes largely increased. We have had all our revenues of Customs 
taken from us and we have been placed on a trifling allowance which is totally 
insufficient for our support. The refusal to renew the reciprocity treaty and 
the consequent closing up of our coal trade, and the general stagnation of 
commerce, are probably chargeable on confederation, and its natural effect 
of excluding the manufactures of the United States from the Maritime Pro- 
vinces by means of a high Canadian tariff.’’ 


(1) Ibid., p. 22 
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“The Canadas and the Maritime Colonies, having separate interests, 
require different systems of trade, and therefore the regulation of trade and 
commerce being, by the Union Act, exclusively vested in Canada, our interest 
will always be liable to be sacrificed.” 


calitt:[The British North America Act] takes from Nova Scotia the regula- 
tion of her trade and of her banking system and savings banks, of her sea- 
coast and inland fisheries, of her militia, of her courts and criminal law.” 


“Tt transfers the customs laws of Nova Scotia, always amply sufficient 
for general local services, and rapidly increasing under a low tariff, to Canada, 
for a sum which is now no equivalent, and which being limited in amount will 
establish a perpetual drain upon our resources as those revenues expanc ae 


“Tt confers upon the Parliament of Canada the right to burden our trade 
with the rest of the Empire and with the world at large for her own advantages, 
to protect her manufactures and bread-stuffs, and to burden our industry 
with ‘‘any modes or systems of taxation.” (Petition from Members in both 
Houses. App. 10; p. 12). 


“Tt [Nova Scotia] sends to sea 440,000 tons of shipping, built and owned 
within the Province, bearing the flag of England, and manned by more than 
20,000 sailors. The inhabitants of the Province have developed the pursuits 
of ship-building, navigation, commerce and fishing, which, from their maritime 
position, they are enabled to follow with advantage. In addition to their 
maritime resources the Province is rich in agricultural wealth and possesses, 
also, enormous mining property, including coal fields and iron mines of great 
extent, and valuable gold mines.” 


“The confederation of the Province with the Canadian Provinces of On- 
tario and Quebec is not only repugnant to the feelings of the people of Nova 
Scotia, but is also calculated to be disastrous to the Province. For many 
years past the commercial policy of Nova Scotia has been essentially different 
from that of the Canadian Provinces. The Canadian Provinces, partly from 
interest arising out of financial embarrassments, and partly as an indirect 
premium on their own manufactures, imposed high duties on many articles of 
import. On the other hand, Nova Scotia, being like the United Kingdom, 
favorably situated for enjoying free commercial intercourse with other coun- 
tries, has initiated, as far as local circumstances would permit, the free trade 
policy of the mother country.” 


“The just apprehension of the people of Nova Scotia of the disastrous 
consequences to themselves of confederation, have been confirmed by the 
proceedings of the Parliament of Canada under the new act. This Parliament 
in its first session has adopted financial measures of a strongly protective 
character in favor of the Canadian provinces of Ontario and Quebec at the 


14 


expense of Nova Scotia and New Brunswick. These measures were carried by 
the influence of the Canadian members, notwithstanding the opposition in 
the House of Commons of Canada of seventeen of the nineteen members for 
Nova Scotia, and twelve of the fifteen members for New Brunswick.” 


“These financial measures include a new tariff, by which, for the benefit 
of the Canadians, a general increase from ten to fifteen per cent was made in 
the ad valorem duties on manufactures imported from the United Kingdom 
as compared with the duties previously levied on those goods in Nova Scotia.”’ 


“By the new tariff, also, duties were imposed on imports of corn and 
cornmeal for the protection of the provinces of Ontario and Quebec. Before 
and until the adoption of this tariff, Nova Scotia and New Brunswick imported 
flour, corn and cornmeal from the United States of America in very large- 
quantities.” (App. 10; p. 44, 45). 


A delegation was sent to London from Nova Scotia to seek a repeal of the 
British North America Act in its application to this province. This delegation 
was appointed in accordance with the terms of the following resolutions, passed 
by the Assembly of Nova Scotia on February 25th, 1868:— 


“Resolved, that His Excellency the Lieutenant-Governor in Council be 
authorized to appoint delegates charged with the resolutions passed by this 
House on the twenty-first day of February, instant, in respect to the constitu- 
tional rights and privileges of the people of this Province. 


“Resolved, that the delegates, so to be appointed, are to urge upon the 
attention of the British Government and the Imperial Parliament the strong 
feelings of this House and of the people of Nova Scotia upon the question of 
Confederation; that they are to ask for the restoration of the constitution of 
this country as it existed previously to the passage of the British North America 
Act; that they are not to accept any alteration of or amendment to such act : 
and that they are hereby authorized, if necessary, to retain counsel, learned 
in the law, to plead the claims of Nova Scotia at the bar of the House of Com- 
mons, and take all such other and necessary steps for carrying out the resolu- 
tions of this House as may be deemed advisable.”’ 


The members of the delegation from Nova Scotia having arrived in England, 
submitted the views of the province in respect to the repeal of the union to the 
British Government and sought a hearing before the bar of the House of Commons 
in Great Britain. In the alternative it was sought to obtain an independent in- 
quiry by a Royal Commission into the true state of opinion in Nova Scotia respect- 
ing Confederation, the report of this Commission to serve as a basis for subsequent 
representations in favour of repeal. A resolution with this object in view was 
moved in the House of Commons by John Bright, M. P., but was not carried. 
The British Government was determined that the union of the provinces of British 
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North America should not be jeopardized by the secession of Nova Scotia. The 
delegation from Nova Scotia failed to obtain either a hearing before the Bar of the 
House or a Royal Commission as proposed in the resolution moved by Mr. Bright. 


Although the Repeal Movement of 1868 failed in its avowed object, it is 
important to observe that the British Government in refusing to entertain the 
proposals of the Nova Scotia delegation gave certain assurances respecting modi- 
fications in the British North America Act in favour of Nova Scotia. The nature 
of these assurances can best be conveyed by setting out the terms of the several 
despatches in which reference is made to these proposed modifications. The 
following despatch, bearing the date of June 4, 1868, was addressed by the Duke 
of Buckingham and Chandos, Secretary of State for the Colonies, to Lord Monck, 
Governor-General of Canada: 


“My Lord: 


I duly received the address to the Queen from the House of Assembly of the 
Province of Nova Scotia, contained in your Lordship’s despatch, No. 42, of 
the 14th of March, representing that they object to the measure of Confeder- 
ation by which the province has been joined with Canada and New Brunswick, 
and praying that, so far as regards Nova Scotia, the Act of the Imperial Par- 
liament effecting union may be repealed. 


I have also had an interview with Mr. Joseph Howe, Mr. William Annand, 
Mr. Troop, and Mr. Smith, being the deputation who were appointed by the 
Executive Council of Nova Scotia to visit this country in order to explain and 
support the representations offered against Confederation. 


I have the honor to inform you that I have laid the address of the House 
of Assembly before the Queen, and that Her Majesty received with much 
satisfaction the assurances that it contained of their unabated loyalty and 
attachment to her person and government. The Queen regrets to learn that 
any dissatisfaction should have been caused amongst her faithful subjects in 
Nova Scotia by the measure of Confederation adopted by the Imperial Parlia- 
ment and assented to by the Crown; but Her Majesty trusts that the objec- 
tions which have been expressed may admit of removal. 


I can assure your Lordship that the subject of the address has engaged 
the most earnest attention of Her Majesty’s advisers. They are well aware 
that the inhabitants of Nova Scotia have always been distinguished by a 
sentiment, honourable alike to the colony and to this country, of attachment 
to the British Crown and Government, and they are anxious to promote the 
contentment of a people so justly entitled to consideration. But the magni- 
tude of the interests at stake renders it a duty not to shrink from examining 
fully the grounds of the complaints which have been adduced; and, if it should 
prove that some of them are mistaken, and others removable, I should indulge 
the hope that a different view of the subject may be ultimately taken. 
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The leading complaints appear to be reducible to two; first, that Confed- 
eration. was accomplished without properly consulting the province; and, 
secondly, that the result may be prejudicial to some of its special interests. 


Now, as far as regards the second of these topics, Her Majesty’s Govern- 
ment feel that they need only draw the attention of yourself and your Govern- 
ment to the points raised in the address relative to taxation, the regulation of 
trade, and the fisheries, as they are confident that it will be equally the wish 
of your Government and of the Parliament of the Dominion to relax or modify 
any arrangements on these subjects which may prejudice the peculiar interests 
of Nova Scotia, and of the Maritime portion of the Dominion. No doubt 
can be entertained that the Parliament of the Dominion will be fully alive to 
both the justice and the expediency of consulting all the various interests of 
the territory over which its jurisdiction extends. 


With respect to the evidences of the opinion of the province, I observe 
that Nova Scotia was on several occasions the first of the provinces to move 
the project of Confederation. 


In 1854 it was proposed by the Legislature of Nova Scotia. In 1857 it 
formed one of the topics entrusted to some delegates from the Government 
of Nova Scotia to Her Majesty's Government. The plan was moved in 
Canada in 1858, but being subsequently dropped, was revived in Nova Scotia 
in 1861, and made the subject of a circular address in 1862 from Nova Scotia 
to all the other provinces. In 1864 delegates were appointed by the Govern- 
ment of Nova Scotia to attend the conference at Quebec, that framed the 
scheme on which the Act of Confederation now in force was based. As soon 
as that scheme was unanimously adopted by the delegates from the several 
provinces, the Secretary of State remarked that the project should be sub- 
mitted to the several legislatures. Prince Edward Island declined, both in 
1865 and 1866, and Newfoundland never adopted the proposal. But in 1866 
both houses of the Legislature of Nova Scotia and both houses of the Legis- 
lature of New Brunswick passed resolutions (of which copies were annexed 
to this despatch), requesting the Governor to name delegates to arrange 
with the Imperial Government a scheme of union, whilst Canada had pre- 
viously passed similar resolutions, of which also copies are annexed. 


Such were the proceedings which attested to the Government of this 
country, on the highest authority, the wish of the legislatures in those provinces. 


I am advised that the Act of Confederation was duly and lawfully passed 
by the Imperial Parliament. 


_ It is objected that no previous appeal was made to the people in the Pro- 
vinces; but this had not been thought necessary in parallel cases. There was 
none, for instance, in uniting the two Canadas in 1839, although much differ- 
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ence of opinion existed, and in Upper Canada much close conflict in the debates. 
An appeal to the country was proposed in the Assembly of Upper Canada at 
that time, and rejected by a large majority. The same proposal was made 
in the late debates on Confederation in Canada, New Brunswick, and Nova 
Scotia, but in all of them was thrown out by a large majority. 


Again, it has been objected that the union was not made subject to legis- 
lative ratification by the several legislatures. But no such course has been 
followed in the numerous modifications of colonial constitutions, and in the 
separations and unions of colonies which have been affected by Imperial 
legislation. It does so happen, however, that after the present measure had 
been introduced into the Imperial Parliament, and its terms made public, it 
was cordially approved of by both houses of the legislature of Nova Scotia in 
‘their addresses to the Governor at the opening of the session in 1867. And 
the same took place in New Brunswick, where the session opened after the 
Imperial measure had become law. Copies of the passages to which I refer 
are annexed. 


The provincial governments and legislatures, in the present case, after the 
terms had been substantially settled, with the knowledge and approval of all, 
looked to the Imperial Parliament to accomplish their union. This has been 
done exactly in the manner requested. The neighboring province of New 
Brunswick has entered into the union in reliance on having with it the sister pro- 
vince of Nova Scotia; and vast obligations, political and commercial, have 
been already contracted on the faith of a measure so long discussed and so 
solemnly adopted. 


° I should do injustice to the character which Nova Scotia has always con- 
spicuously borne of a faithful member of the general British community, if I 
did not add as a consideration sure to have weight with it, that the measure 
is believed by Her Majesty’s Government to be not merely conducive to the 
strength and welfare of the province, but also important to the interests of 
the whole Empire. 


I have already said that any practical regard which may be due to the 
special position and interest of the province will, Her Majesty’s Government 
are confident, be cheerfully given by the parliament of the Dominion; and after 
the foregoing explanations | trust that the Assembly and the people of Nova 
Scotia will not be surprised that the Queen’s Government feel that they would 
not be warranted in advising the reversal of a great measure of state, attended 
by so many extensive consequences already in operation, and adopted with 
the previous sanction of every one of the legislatures concerned, and with 
subsequent approval of the legislatures of Nova Scotia and New Brunswick. 


I have the honor, etc., etc., 


(Sgd.) BUCKINGHAM & CHANDOS. 
Governor, 
The Right Honourable, 
Viscount Monck, etc., etc., etc.” 
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When this despatch was communicated to the Legislative Assembly of Nova Scotia, 
the Attorney-General moved, on August 14, 1868, a series of resolutions of which 
the following may be quoted as throwing light on the transactions which had 
occurred in London during the visit of the Nova Scotia delegation and also upon 
the state of feeling in the province on receipt of the communication from the Duke 
of Buckingham. 


‘And whereas, John Bright, Esq., member for Birmingham, on the 15th 
of May last, presented a petition to the House of Commons, signed by sixteen 
of the nineteen members elected by the people of Nova Scotia to the Parlia- 
ment of the Dominion, and by thirty-six of the thirty-eight members of the 
Legislative Assembly of this Province, fully setting forth the grievances in- 
flicted upon the people of Nova Scotia by the act of Confederation, and praying 
for their removal by the repeal of the said Act; and also a petition signed by 
the accredited delegates from this Province, viz, the Hon. Joseph Howe, Hon. 
William Annand, Hon. J. C. Troop, and H. W. Smith, Esq., praying to be 
heard by Counsel at the Bar of the House of Commons on behalf of the afore- 
said petition; 


‘‘And whereas, the said John Bright, in his place in the House of Commons 
on the 16th day of June last, with the approval of the delegates aforesaid, 
consented to waive the demand for an immediate repeal of the British North 
America Act, and to ask in lieu thereof that Her Majesty’s Government would 
institute an inquiry into the grievances of Nova Scotia, which moderate and 
reasonable request was refused; 


“‘And whereas, Mr. Adderley, Under Secretary of State for the Colohies 
in the House of Commons, on the 16th of June last, in refusing such inquiry, 
declared that “‘he could assure the House that by the employment of other 
means any apprehensions which might have been entertained by the people of 
Nova Scotia were being rapidly dissipated at the present moment; that. by 
following the line indicated in the last despatch of the Colonial Secretary 
(4th June, 1868) and by using all friendly and moral influence, the Govern- 
ment at home would be able, while avoiding all the evils of mischievous inter- 
ference, to induce the Colonists to arrange their mutual interests. This had 
been effected to a large extent already.’’ Upon which assurance the House 
of Commons, by a vote of 183 to 87, refused to grant such an inquiry; 


“Resolved, That this House regards with indignation and alarm the 
refusal of a majority of the House of Commons, inspired by the leaders of 
Government, to grant even an inquiry into the grievances of a people second 
to none in the United Kingdom for public spirit and intelligence and attach- 
ment to the throne—a demand which could be safely disregarded if made by 
the smallest Corporation in the British Isles, and we believe could not have 
been refused if the population of Nova Scotia were as great as that of the two 
Provinces of Ontario and Quebec. And this House emphatically records 
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its deliberate reprobation of the statements of the Under Secretary for the 
Colonies, that the grievances of Nova Scotia ‘‘were being rapidly dissipated”’ 
and that their removal “had been effected to a large extent already”’ as utterly 
untrue. And that, so far from the discontent having been “‘dissipated” or 
even subdued, the feeling of hostility against the Act of Confederation has 
increased and intensified since the Address from this House was laid at the foot 
of the throne.”’ 


During the ensuing months the agitation for repeal was not relaxed by the 
Government of Nova Scotia. A change of administration in England laid grounds 
for a new hope of ultimate success of the movement. Resolutions in reply to 
the despatch of the Duke of Buckingham had been passed by the Assembly and 
forwarded to the Secretary of State for the Colonies by the Lieutenant-Governor 
of Nova Scotia. A reply was awaited to these communications. Meanwhile the 
Governor-General of Canada was also in communication with the Colonial Secre- 
tary. On January 7th, 1869, the Governor-General addressed a letter to the 
Colonial Secretary containing an explicit suggestion respecting the character of 
the reply which should be sent to the resolutions of the Nova Scotia Assembly. 
This suggestion was in the following terms:— 


“That an answer from Her Majesty’s present Cabinet conveying a deci- 
sion similar to that of the late Cabinet would, it is stated, on all hands produce 
a great effect. It would, it is expected, form a firm lecus standi for the pro- 
posed coalition because as a deliberate judgment and agreement of the leaders 
of the two great parties in the Mother country, it would produce a profound 
impression jn the minds of the people and dispose them to enter, if not with 
satisfaction, at least with calmness, upon the consideration of their future 
prospects.” 


_ The reply of the Earl of Granville to the resolutions of the Nova Scotia Assem- 
bly must have been prepared before the receipt of the suggestion from the Governor- 
General of Canada, but it expresses faithfully the tenor of his proposals. Dated 
January 13th, 1869, and addressed to Sir John Young, Governor-General of Can- 
ada, it contains a definitive refusal on behalf of the new administration in Great 
Britain to give any encouragement to the desire of the Nova Scotia Assembly for 
the repeal of the British North America Act in its application to this province 
The terms of this important despatch are as follows:— 


“Sir: 


I have the honor to acknowledge the receipt of your despatch No. 8 of 
12th ultimo, transmitting copies of certain resolutions addressed by the House 
of Assembly to the Lieutenant-Governor of Nova Scotia, respecting the recent 
confederation of the North American Provinces, and of a statement on the 
same subject addressed to the Lieutenant-Governor by his Executive Council. 
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The statement of the Executive Council was forwarded to the Secretary 
of State in Lord Monck’s despatch No. 169 of 8th September, which was ac- 
knowledged by the Duke of Buckingham and Chandos in a despatch No. 235 
of 8th December. 


The resolutions of the Assembly appear not to have been before His 
Grace when the despatch was written, but they do not call for any lengthened 
observation from me. 


I greatly regret that a majority of the House of Assembly should entertain 
and express the sentiments embodied in some of these resolutions. 


But I can hold out no expectation that Her Majesty’s Government will 
propose, or that Parliament will entertain, any measure for the repeal of the 
Act of 1867. That Act was passed at the desire of the three provincial Legis- 
latures, its operation has not hitherto been unsuccessful, and on the faith of it, 
important transactions are already in progress. Further, | have reason to 
believe that the Government of the Dominion is disposed liberally to fulfil the 
expectation expressed in my predecessor’s despatch No. 107 of the 10th of 
June last, that the Government and Parliament of Canada would modify any 
arrangement respecting taxation or respecting the regulation of trade and 
fisheries which might prejudice the interests of Nova Scotia and of the mari- 
time portion of the Dominion. 


I most earnestly hope, therefore, that even those inhabitants of Nova 
Scotia who are not convinced of the expediency of the Confederation will see 
it to be their duty and their interest to abandon an agitation which is only 
calculated to perpetuate disunion, to arrest the progress of settlement and 
commerce, and to divert the efforts of the Government and Legislature from 
those objects of general utility to which they ought to be steadily directed. 


“I have, etc., 


GRANVILLE 
Gov. the Right Hon. 
Sir John Young, Bart.” 


THE BRITISH NORTH AMERICA ACT NOT AN UNALTERABLE 
COMPACT—NOVA SCOTIA GIVEN THE ASSURANCE OF REVISION 


In considering this review of the repeal movement in Nova Scotia in the years 
immediately following the passage of the British North America Act, it is important 
to observe that the refusal of the British Government to entertain the proposal 
for repeal is combined with the assurance that the Government and Parliament 
of Canada (presumably at the instance of the British Government) would ‘modify 
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any arrangement respecting taxation or respecting the regulation of trade and 
fisheries which might prejudice the interests of Nova Scotia and of the maritime 
portion of the Dominion.” ‘This assurance was given originally in the despatch 
from the Duke of Buckingham. It was repeated by Mr. Adderley, Under Secre- 
tary of State for the Colonies, in his statement in the House of Commons on June 
16th, 1868. It was again repeated in the despatch from the Earl of Granville to 
Sir John Young, dated January 13th, 1869. It is submitted that this assurance 
is in the nature of a continuing obligation assumed by the Crown through its 
Ministers in Great Britain; that this obligation has not been discharged or exhausted 
by any subsequent events; that the Crown is assumed to be one and indivisible 
throughout the Commonwealth and Empire; that the execution of the obligation is 
binding equally upon the Crown in the Dominion of Canada; and that the Pro- 
vince of Nova Scotia is entitled to seek and expect redress of its grievances arising 
under the British North America Act from the King’s Privy Council in Canada. 


Those who uphold the contract or treaty theory of the British North America 
Act are limited logically to such remedies as are in the nature of a claim for damages, 
or a decree for specific performance. They are forced to take the agreement as it 
is and to insist on the strict observance of its terms. Nova Scotia, having regard 
to its position in the negotiations at London and thereafter, does not feel that 
it can be restricted to these remedies. Express obligations laid down in the 
British North America Act must be kept. They are statutory obligations. But this 
is merely the irreducible minimum of federal justice. We are entitled to invoke 
not merely the letter of the federal instrument, but the spirit of federal institutions, 
which we conceive to be a spirit of compromise and equity, tending constantly 
towards the preservation of the cultural, social, and economic life of the political 
entities which comprise the federal union. We contend that the British North 
America Act is not final or unalterable, but that on the contrary its future revision 
was clearly implied in the character of the negotiations that preceded its enact- 
ment and in the assurances given by the British Government that its terms would 
be modified in so far as they were prejudicial to Nova Scotia and the maritime 
portion of the Dominion. A federation is a union of existing political communities 
for declared objects. Its purpose is defeated if by the application of its terms in 
altered circumstances or because of policies adopted by the national government 
some of the political and social entities comprising it are reduced to the position of 
tributary or client states, and denied the conditions within which they may pre- 
serve their economic life from progressive deterioration. 
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CHAPTER II. 


REVISION OF THE FINANCIAL ARRANGEMENTS 
OF THE B. N. A. ACT, 1867. 


The Movements for ‘‘Better Terms’ 


It has been emphasized that in the correspondence and communications be- 
tween Nova Scotia and the Imperial Government on the subject of repeal of the 
British North America Act in its application to this province, assurances were 
given by the Secretary of State for the Colonies that the Government and Parlia- 
ment of Canada would ‘‘modify any arrangement respecting taxation or respecting 
the regulation of trade and fisheries which might prejudice the interests of Nova 
Scotia and of the maritime portion of the Dominion.’’ When it was realized by 
the leaders of the anti-confederate movement in Nova Scotia that the Imperial 
Government would not consent to repeal, negotiations were initiated between 
Joseph Howe, on behalf of Nova Scotia, and Sir John Macdonald, on behalf of the 
Dominion Government, with a view to the removal of certain of the grievances 
complained of by Nova Scotia. On October 6th, 1868, Sir John Macdonald wrote 
to Mr. Howe setting forth in a private communication the despatches of the Duke 
of Buckingham, and expressing the desire of the Canadian Government to enter 
upon a full discussion of the several points referred to in these despatches. He 
assured Mr. Howe that the Dominion Government ‘‘are prepared, in case the 
pressure of taxation should be shown to be unequal or unjust to Nova Scotia, to 
relieve that pressure by every means in their power. They are aiso ready to discuss 
any financial or commercial problems which may be raised by the Nova Scotia 
Government or Mr. Howe, and the representatives of Nova Scotia in the Parlia- 
ment of Canada.’”’ On receipt of this letter, Mr. Howe agreed with the representa- 
tives from Nova Scotia in the Dominion Parliament to support the Government, 
on condition that the commercial relations with the United States were placed 
on a satisfactory footing, and the financial aspects of Confederation settled satis- 
factorily and equitably to Nova Scotia. 


The Financial Terms of the B. N. A. Act, 1867. 


In order that the significance of the better terms accorded to Nova Scotia in 
1869 may be understood more clearly, the various clauses of the British North Am- 
erica Act, 1867, embodying the financial terms of union, are set out below: 


110. Assets Connected with such Portions of the Public Debt of each 
Province as are assumed by that Province shall belong to that Province. 


111. Canada shall be liable for the Debts and Liabilities of each Province 
existing at the Union. 


112. 


118. 


114. 


115. 


116. 


117, 


118. 
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Ontario and Quebec conjointly shall be liable to Canada for the amount 
(if any) by which the Debt of the Province of Canada exceeds at the 
Union Sixty-two million five hundred thousand dollars, and shall be 
charged with Interest at the rate of Five per Centum per Annum thereon. 


The Assets enumerated in the Fourth Schedule to this Act belonging 
at the Union to the Province of Canada shall be the Property of Ontario 
and Quebec conjointly. 


Nova Scotia shall be liable to Canada for the Amount (if any) by which 
its Public Debt exceeds at the Union Eight Million Dollars, and shall 
be charged with Interest at the Rate of Five per Centum per Annum 
thereon. 


New Brunswick shall be liable to Canada for the Amount (if any) by 
which its Public Debt exceeds at the Union Seven Million Dollars, and 
shall be charged with Interest at the Rate of Five per Centum per 
Annum thereon. 


In case the Public Debts of Nova Scotia and New Brunswick do not at 
the Union amount to Eight Million and Seven Million Dollars respec- 
tively, they shall respectively receive by half-yearly Payments in 
advance from the Government of Canada Interest at Five perCentum 
per Annum on the Difference between the actual Amounts of their 
respective Debts and such stipulated Amounts. 


The several Provinces shall retain all their respective Public Property 
not otherwise disposed of in this Act, subject to the Rights of Canada 
to assume any Lands or Public Property required for Fortifications or 
for the Defence of the Country. 


The following Sums shall be paid yearly by Canada to the several 
Provinces for the Support of their Governments and Legislatures: 


Dollars 
Wneario. ANG Vl e <b eae: susie hs ages OMe OUcaat 
OWE DEG. ii enn & us} - pte a (2) Wa oer aed rage SEV CML Ye DOuSand 
Nova Scotia Sixty thousand 
New: Brunswitk. 45. ness. +, 04> gua eae Ba ye COUsanG 


Two hundred and sixty thousand; 


and an annual Grant in aid of each Province shall be made, equal to 
Eighty Cents per Head of the Population as ascertained by the Census 
of One thousand eight hundred and sixty-one, and in the Case of Nova 
Scotia and New Brunswick, by each subsequent Decennial Census 
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until the Population of each of those two Provinces amounts to Four 
hundred thousand Souls, at which Rate such Grant shall thereafter 
remain. Such Grants shall be in full Settlement of all future Demands on 
Canada, and shall be paid half-yearly in advance to each Province; but the 
Government of Canada shall deduct from such Grants, as against any 
Province, all Sums chargeable as Interest on the Public Debt of that 
Province in excess of the several Amounts stipulated in this Act. 


119. New Brunswick shall receive by half-yearly Payments in advance from 
Canada for the Period of Ten years from the Union an additional Allow- 
ance of Sixty-three thousand Dollars per Annum; but as long as the 
Public Debt of that Province remains under Seven Million Dollars, a 
Deduction equal to the Interest at Five per Centum per Annum on such 
Deficiency shall be made from that Allowance of Sixty-three thousand 
Dollars. 


120. All Payments to be made under this Act, or in discharge of Liabilities 
created under any Act of the Provinces of Canada, Nova Scotia, and 
New Brunswick respectively, and assumed by Canada, shall, until the 
Parliament of Canada otherwise directs, be made in such Form and 
Manner as may from Time to Time be ordered by the Governor-General 
in Council. 


In order to explain this complicated arrangement of financial affairs between 
the Dominion and the provinces, it may be useful at this point to insert the following 
explanatory note on the financial negotiations at Confederation, which is taken 
from ‘“The Maritime Provinces since Confederation’’, a statistical study prepared 
by the Dominion Bureau of Statistics, in 1926: 


‘‘Financial Negotiations at Confederation.—Prior to Confederation 
the chief revenues of the provinces had been collected by means of customs 
and excise duties (indirect taxation), and these customs and excise duties 
were henceforth to pass to the treasury of the central Government. The 
remaining revenues, arising largely from the territorial possessions of the 
provinces, were comparatively small, amounting in 1868 to $107,000 in Nova 
Scotia, $89,000 in New Brunswick, and $32,000 in Prince Edward Island 
As these sums were inadequate to meet the cost of the maintenance of public 
works and educational institutions and the administration of civil law, it was 
necessary that the provincial treasuries should be assisted by the Dominion. 
While in her estimate of outlay for 1864 for local objects the Province of Nova 
Scotia had provided for an expenditure of $664,000, she undertook to carry on 
adequate services in the future under Confederation for $371,000—a reduction 
of 40 per cent. Nova Scotia thus needed $264,000 in addition to her terri- 
torial revenues of $107,000; this sum worked out at about 80 cents per head. 
New Brunswick, who could not manage her local expenditures on this basis, 
proposed to reduce them from an estimated $404,000 to $353,000, and to make 
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a further reduction of $63,000 within ten years, but for each of the first ten 
years she was to receive a special grant of $63,000.00 required to balance her ac- 
counts, which brought her subsidy to practically the same level as that of Nova 
Scotia. This figure of 80 cents per head was thus taken as the basis of the 
normal subsidies to the provinces. To this the London negotiations of Feb- 
ruary 1867 added for cost of local legislatures $80,000 for Upper Canada, 
$70,000 for Lower Canada, $60,000 for Nova Scotia, $50,000 for New Bruns- 
wick; it also provided that while the grants in aid of 80 cents per head should 
in the case of Ontario and Quebec remain stationary as based upon their 1861 
population, those to Nova Scotia and New Brunswick should increase with 
increasing population, until the population of each province reached 400,000 
(as ascertained at decennial censuses), thereafter remaining stationary; (B. N. 
A. Act 1867, s. 118). Thus the maximum grant in aid of each of these pro- 
vinces was to be $820,000. (1) 


From the above it becomes evident that at the time of Confederation it 
was not contemplated that the cost of provincial government would grow; if 
it did, the natural increase of the territorial revenues of the provinces would 
make provision. If the latter failed, then the provinces would be obliged to 
resort to direct taxation as per section 92(2) of the B. N. A. Act, an alternative 
which was considered to carry its own safeguard against local extravagances. 
The subsidy was fixed, not at an increasing rate according to population, 

. but at the rate which existed at the Census of 1861. By this means, as the 
population increased, the subsidy would not normally increase with it. 


From the standpoint of later experience it would appear that the above 
was too restricted a view of the financial relations between the Dominion 
and its provinces, and that in particular it erred in the assumption that the 
local expenditures of Nova Scotia would be reduced by 40 per cent. From 
this original attitude arose many of the subsequent demands for “better terms” 
which disturbed relations between the Dominion and Provincial Governments. 


The Debt Allowances.—The second important financial question at 
the time of Confederation was that of the provincial debts. Since the revenues 
which paid the interest upon these debts were being allocated to the Dominion 
Treasury, it was necessary that the latter should also be charged with the pay- 
ment of the interest. However, since certain parts of the debt of Canada 
had been contracted for specific local purposes, it was considered that this 
should not be transferred to the Dominion. The debt of Canada, contracted 
for general purposes, was about $62,500,000 or at the rate of $25 per head for 
the 2,500,0C0 people of the united provinces of Upper and Lower Canada, 


(1) The financial arrangements at the time when Confederation was being negotiated for would 
appear to have been largely in the hands of the Hon. (later Sir) A. T, Galt, whose speech to his constituents 
at Sherbrooke on November 28, 1264, gives in outline the settlement arrived at by those who participated 
in the Quebec Conference in the preceding month. This speech was printed as a pamphlet, and a copy is 
contained in Vol. II of the collection ‘‘Pamphlets on Confederation’. 
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and debt allowances on the same basis were granted to Nova Scotia and New 
Brunswick on the basis of $25 per head on their populations, being $8,000,000 
for N.S. and $7,000,000 for N. B. (See B. N. A. Act, 1867, sections 112-115). 
The provincial debts assumed by the Dominion at Confederation were there- 
fore as follows: 


Canada (Province)... 0.2.0.0... 222+ ++ ++ $62,500,000 
Novai Scotiaw: ile. 2h ae ere ee 8,000,000 
New Brunswick! .s2.. .loeio eee 7,000,000 


Total. ose Asi filme 22 pCi o00,000 


Subsequently to Confederation, as the original provinces found their 
financial resources embarassed by the payment of ‘nterest on the debts which 
still remained, and as new provinces were taken into the Confederation, re- 
adjustments were effected, increasing the total amount of provincial debts 
assumed by the Dominion to $109,430,148 in 1895. The additional debts 


taken over by the Dominion were as follows: 


Néva Scotiass.:.ca shel eee 1,186,756 
The Province of Canada (1813) sneer n06, 089 
Province of Ontario ++: n se eee eee 2,848,289 
iy Quebéc: ci ee ee 2,549,214 
* Nowa Scotia. ee emeo40, 000 
pt New Brunswick a. tet OU C020 
i Manitobas. ee eer 1,000 
i. British Columbia.....-8 525. 12,029,002 
i Prince Edward Island........ 4,884,028 
Total i nee es 108d cies 
Grand ‘Cotal to 1895 25-2 eee .$109,480,148* 


_ *From the Statistical Year Book of Canada, 1895. Since 1895 only 
a minor amount has been assumed (See the Public Accounts), viz., $267,026 
in 1899.” (The Maritime Provinces Since Confederation, p. 118, 114). 
Better Terms Extended to Nova Scotia in 1869. 


The negotiations with respect to the financial claims of Nova Scotia, in 


1869, were conducted by the Minister of Finance, Hon. John Rose, on behalf of 
the Dominion of Canada, and Mr. A. W. McLelan, on behalf of the Province of 
Nova Scotia. Asa basis of settlement Mr. Rose submitted a report of the Auditor- 
General of Canada on the financial position of Nova Scotia, under the original 
terms of confederation. As the result of the discussion which followed, Messrs. 


2a 


Howe and McLelan accepted proposals from the Federal Government which are 
contained in a report of the committee of the Privy Council, dated 25th January, 
1869, as follows: 


“Ist. That the debt of Nova Scotia, on entering the union, be placed 
as $9,188,756, and that province be relieved from any charge of interest, 
unless her debt exceed that sum, and— 


“2nd. That for ten years, from the lst July, 1867, an annual subsidy 
ot $82,698 be paid to that province. 


“The committee further report their concurrence in the recommendation 
of the Finance Minister, that Nova Scotia be debited, after the completion 
of the province building, with interest on the cost of that building, until it 
shall have been placed at the disposal of the Dominion.”’ 


The negotiations referred to above were concluded before the publication of 
the despatch from the Earl of Granville to the Governor-General of Canada, dated 
January 18, 1869. It is of interest to observe that when the Legislature of Nova 
Scotia received a copy of the despatch from the Earl of Granville, it expressed its 
views in the terms of resolutions introduced in the House of Assembly on the 
12th May, 1869, and finally passed on the 25th May. (Journal of House of As- 
sembly, 1869, page 29; finally passed, page 55). These resolutions, as moved by 
the Attorney-General, were as follows: 


“Whereas, His Grace the Duke of Buckingham, late Secretary of State 
for the Colonies, in a despatch bearing date 4th June, last, has thrown upon the 
Government and Parliament of Canada the responsibility of conciliating the 
people of this province, and reconciling them to confederation; 


‘‘And Whereas, Earl Granville, Secretary of State for the Colonies, ina 
despatch of the 18th of January last, probably written under the impression 
that sufficient time had not then been afforded the Government and Parlia- 
ment of Canada to try out the policy of conciliation with which they were 
charged by Her Majesty’s Ministers, has said, “I can hold out no expectation 
“that Her Majesty’s Government will propose, or that parliament will enter- 
tain any measure for the repeal of the act of 1867.” 


‘“‘And whereas, in view of that decision of Her Majesty’s government, it 
is expedient to wait such reasonable time as may be necessary for the Canadian 
government and parliament to mature and submit measures of relief for the 
pacification and conciliation of the people of this province: 


“Resolved, That, pending the deliberation and decision of the Canadian 
Government, it is the duty of this house to declare: 
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1st. That the expectation held out in the despatch of His Grace the 
Duke of Buckingham to the Governor-General of 4th June last, that the 
Government and Parliament of Canada should relax or modify existing arrange- 
ments relative to taxation, the regulation of trade and the fisheries, which may 
prejudice the peculiar interests of Nova Scotia and the maritime portion of the 
Dominion, should be fully complied with. 


2nd. That this House will accept of any increase of subsidy from the 
Canadian Government that may be offered, as an instalment of the amount 
justly due this province, reserving the right to demand from said government 
such further sum or sums of money, as upon a full investigation of the statistics 
in relation to population, public property, and increased taxation, will more 
fully appear. 


3rd. Resolved, That while the enforced union of Nova Scotia under the 
British North America Act continues, it is the duty of this House to seek such 
modifications and improvements of said act, as will make it less burdensome 
and injurious to the people of this province; among which the following are the 
most important: 


That the maritime provinces of Nova Scotia and New Brunswick should 
be considered as a unit, with separate and distinct interests from other parts of 
the dominion, which can only be guarded and promoted by an increased repre- 
sentation in the House of Commons, equal to the number of members allowed 
to the province of Quebec, which is in the same proportion as the existing 
allotment of members to the Senate. 


That in the selection of members to the Senate, the Local Legislatures of 
the provinces, instead of the Federal Executive, should make all such appoint- 
ments. 


Ath. Resolved further, and it is hereby declared, That no settlement of 
the question involved in the passing of the act of Confederation, either as 
respects its principles or its details, will be considered as final until after the 
subject has been submitted for the approval of the people.”’ 


Finality Clause in ‘‘Better Terms’’ Act 


In accordance with the “Better Terms” settlement a resolution was introduced 
into the House of Commons and a bill based upon it which subsequently became 
Chapter 2 of the Acts of 1869 of Canada. The Provincial Legislature accepted, 
as already pointed out, the increase of subsidy given thereby as an instalment only 
of the amount due Nova Scotia. The Act as finally passed contained, however, 
ne oe which was not a part of the original resolution or of the bill as intro- 

uced : 


2) 


“d. The Grants and provisions made by this Act and the British North 
America Act, 1867, shall be in full settlement of all demands on Canada by Nova 
Scotia.”’ 


The Journals of the House of Commons, 1869, page 90, show that this clause 
did not appear in the resolution as introduced by the Minister of Finance, which 
resolution was the result of the deliberations between the representatives of the 
Government of Canada and certain representatives of Nova Scotia in the Parlia- 
ment of Canada. 


Various objections were taken by the Federal members from Ontario to the 
passage of the ‘Better Terms’ bill. Mr. Blake moved in amendment that the 
basis of union having been fixed and settled, the Parliament of Canada had no 
authority to make a change therein and that an unauthorized assumption of such 
power would imperil the interests of the various provinces, etc. This was nega- 
tived, 96 to 58, and the resolutions were finally passed by varying majorities in 
respect to each clause. 


The bill based on the resolutions was introduced by the Minister of Finance 
and in committee, after it had been read the second time, Mr. Blake moved to 
add section 5 above quoted, which was adopted. (Journals, House of Commons, 


1869, page 261). 


The attitude of the representatives from Ontario was that the subsidy to that 
province should be increased in the same proportion as that to Nova Scotia, though 
Ontario had an overfiowing treasury and a surplus of at least $500,000 at that time. 


The above-quoted “‘finality clause’’ was used, as will appear from time to time, 
as a bar to further negotiations in connection with any readjustment of the subsidy 
and the extension of the special grant for any enlarged period. But it is evident 
that the Nova Scotia Legislature, in accepting the amount, did not regard the 
subsidy arrangements as a final settlement of the difficulty. 


The Liquidation of Provincial Grievances By Increased Subsidies 


It was unfortunate from the standpoint of Nova Scotia that the negotiations 
of 1869 were concerned almost exclusively with a revision of the financial arrange- 
ments of the federal constitution. While the revision of the debt settlement and 
the special subsidy for a ten-year period afforded a measure of immediate relief 
to the Provincial Treasury, it ignored the larger subjects of taxation, trade policy, 
and fisheries which had been placed in the foreground of the movement for repeal. 
No doubt there are plausible explanations of this omission. The two years which 
had elapsed since the new federal constitution had come into operation afforded 
little evidence of the effect of the new Dominion tariff upon the interests of Nova 
Scotia. The tariff was still a moderate one, the 20% ad valorem of the old Province 
of Canada having been replaced in 1866 by one providing a general rate of 15% 
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which in due course was adopted as the first tariff of the Dominion. Similarly 
the period 1867-1869 had given little opportunity to study the effect of union upon 
the important fisheries of Nova Scotia. Finally, the hope of a reciprocity agree- 
ment with the United States had not yet receded, and this was regarded as a factor 
of vital importance in its relation to trade policy and the fisheries. Nevertheless, 
the emphasis of the “‘better terms’ agreement on the debt settlement and subsidy 
served to focus attention on the less important aspects of the claims presented by 
Nova Scotia. 


The over-emphasis on money grants as a solatium for provincial grievances 
not only served to obscure the fundamental difficulties of the Maritime Provinces 
within the federal system established by the B. N. A. Act, 1867, but in its later 
development did much to disturb and vitiate the relations between the Dominion 
and the provinces. In Ottawa it created an impression that disaffected provinces 
could always be bought off by a money payment. In Halifax and in other provin- 
cial capitals it suggested that the financial embarrassment of a province might be 
relieved by additional or increased subsidies from the Dominion, secured as a result 
of a revival of old grievances or the formulation of new claims for financial aid. 
It is not intended to suggest that a revision of the financial arrangements of union 
was not necessary in 1869 or at later periods. This subject will be dealt with in due 
course on its own merits. It is important to observe, however, that the precedent 
created in 1869 gave a direction to the claims of Nova Scotia which had an unfor- 
tunate bearing on its relations with the Dominion. It-overstressed the importance 
of increased subsidies as a remedy for the economic difficulties of the province, and 
diverted attention from the more important task of securing an investigation and 
revision of those features of the federal constitution and of federal policy which 
have had a more important, though less obvious, effect on its economic position. 


Subsequent History of Nova Scotia’s Claims for Financial Aid 
From the Dominion Government. 


The record of later negotiations between Nova Scotia and the Dominion 
Government on the subject of the revision of the financial terms of the B. N. A. 
Act, 1867 will be found in the brief submitted on behalf of the Province of Nova 
Scotia in 1926 to the Royal Commission on Maritime Claims. It has been thought 
unnecessary to repeat this portion of the historical narrative in the present sub- 
mission. It is important to emphasize, however, that up to the appointment of 
the Royal Commission on Maritime Claims in 1926 the grievances of Nova Scotia 
were presented almost invariably in a manner which suggested that they might be 
removed by an increased subsidy from the Dominion. This created a false and 
mischievous idea that the economic disabilities of the province could be removed 
by an alteration in the figures of the provincial balance sheet. 


The Royal Commission on Maritime Claims 1926. 


The year 1926 marks a significant departure from the practice of seeking the 
removal of economic disabilities by a revision of financial arrangements between 
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the Dominion and the province. In that year the Royal Commission on Maritime 
Claims was appointed under terms of reference which gave it the widest mandate 
to inquire into the causes of the failure of the Maritime Provinces to achieve satis- 
factory economic progress within the structure of Confederation. In the Order-in- 
Council authorizing this inquiry it is stated that representations had been made 
from time to time on behalf of the people of the Maritime Provinces by resolution 
passed by the Legislature of Nova Scotia, by Boards of Trade and other public 
bodies and by their representatives in Parliament and the various legislatures, that 
the interests of the Maritime Provinces had suffered as a result of certain legislative 
and administrative measures adopted from time to time by the successive Parlia- 
ments and Governments of Canada. 


“Such representations relate more particularly to the alleged failure to use 
Canadian ports for Canadian trade to the extent to which they might be utili- 
zed, and to the handicaps said to result from the operation of the schedules 
of rates, chargeable for the carriage of goods on the railways uniting the Mari- 
time Provinces with the other provinces of Canada and to the manner of 
administering that part of the Canadian National Railways system which 
was formerly known as the Intercolonial Railway by methods and condition 
alleged to be inconsistent with the pledges given at the time of Confederation 
in regard thereto and with the practice followed from the time of the construc- 
tion of the railway until December, 1918. These representations have also 
been directed to the effects of the customs, immigration and other economic 
policies adopted by successive Governments, or certain financial measures, 
and of the disposition or allotment to provinces of public lands of Canada, and 
it is alleged that at the time of the consummation of the Confederation certain 
pledges were given that such measures would be undertaken and such policies 
pursued as would insure for the future a satisfactory economic position for 
these provinces and that these pledges have been disregarded as a result of 
which the Maritime Provinces have not shared in equal measure the prosperity 
enjoyed by the Dominion as a whole.”’ 


On the basis of these representations provision accordingly was made for an in- 
quiry into the claims set out above, and into claims set forth in any memorandum 
that might be presented by the Governments of the Maritime Provinces and into 
representations that might be presented to the Federal Government or to the 
Commission relative to the conditions and claims of the people of the Maritime 
Provinces. An examination was to be made from a national standpoint of all the 
factors which peculiarly affect the economic position of the inhabitants of these 
provinces and upon the results of such inquiry and examination the Commission 
is as instructed to recommend appropriate measure of redress and relief. 


It is evident from the scope of the inquiry as outlined in the Order-in-Council 
of April 7th, 1926, that it was to be as complete and exhaustive as possible. As 
originally constituted there were no restrictions upon its freedom of investigation . 
This view of the scope of the Commission is confirmed by a letter addressed by the 
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Rt. Hon. W. L. Mackenzie King then Prime Minister of Canada, to the Chairman 
and Members of the Commission, bearing the date of April 17th, 1926. The 
opening paragraph of this letter is in the following terms:— 


“The Government of Canada is asking you to undertake a task of national 
importance in inquiring into Maritime Province grievances. The scope of 
the inquiry is indicated in the Order-in-Council constituting the Commission. 
My colleagues and I desire to emphasize our conviction that the Commission 
should not interpret its instructions or its duties in any narrow or technical 
sense, but should take every opportunity for the fullest and frankest discussion 
of the economic difficulties facing this part of the Dominion, the endeavours 
which have been made to overcome them, the causes of any shortcoming in 
these endeavours, and the most effective and practicable remedies.” 


The Report of the Royal Commission on Maritime Claims. 


The recommendations of the Royal Commission on Maritime Claims are a 
matter of record and need not be set out in detail here. Certain of these recom- 
mendations will be referred to in appropriate sections of this brief. It is not to 
be doubted that some of the recommendations of this Commission as implemented 
subsequently by legislation have removed or alleviated long-standing disabilities 
of the Maritime Provinces. The Province of Nova Scotia has reason to acknow- 
ledge its indebtedness to the Commissioners for the manner in which they performed 
a difficult task and for the many specific remedies recommended in their Report. 
The breadth of their inquiry has served to assist in considerable measure the 
investigation confronting this Commission of 19384. 


In acknowledging this debt of gratitude to the Royal Commission on Mari- 
time Claims, however, it is necessary to point out one important omission in its 
investigations and report. It failed to inquire into the incidence of the Canadian 
tariff on the economic life of the Maritime Provinces. It is not easy to find a 
satisfactory reason for this omission. The terms of reference as set out in the 
Order-in-Council referred to above did not preclude an investigation of the effects 
of the tariff policy of the Dominion upon the Maritime Provinces. On the con- 
trary this subject of inquiry is mentioned explicitly in the Order-in-Council The 
reason given by the Commission for its failure to make recommendations with 
respect to tariff duties on coal, iron and steel was that the revision of such duties 
was before the Tariff Board for consideration. This reason cannot be accepted 
as valid in the light of the terms of reference issued to the Commission which dis- 
tinctly authorized the investigation of the customs policy of the Dominion in its 
effect upon the Maritime Provinces. Nor is it easy to see how any thorough in- 
vestigation of the economic problems of any political community could be under- 
taken without an inquiry into the fiscal policies which had regulated its trade and 
commerce for a period of sixty years. Furthermore, the incidence of tariff policy 
upon the economic life of the Maritime Provinces is related intimately to the 
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productive income of these provinces and has therefore a direct bearing on the 
adequacy of the financial arrangements subsisting between the Dominion and the 
provinces. The failure of the Royal Commission on Maritime Claims to investi- 
gate the effects of the tariff policy of the Dominion upon these communities has 
not only vitiated some of the conclusions arrived at in the Report but has also left 
untouched a major field of economic inquiry, and one which has a peculiar impor- 
tance to Nova Scotia by virtue of its geographical position and the character of the 
negotiations which preceded its entrance into the Canadian federation. In view 
of this omission a considerable portion of the brief submitted by the Government of 
Nova Scotia to this Commission will be concerned with the incidence of Canadian 
tariff policy upon the economic development of Nova Scotia. 
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CHAPTER III. 
DEVELOPMENT OF A CANADIAN TRADE POLICY 
1867-1879. 


In any survey of the development of a Canadian trade policy, in the period 
1867-1879, it is important to keep three considerations clearly in mind. 


In the first place, the provinces of British North America in 1854-1866 had 
enjoyed the advantages of free commercial intercourse, in natural products, with 
the United States, under the terms of the Reciprocity Treaty of 1854. To the 
Maritime Provinces especially, this trade with the United States, during a period 
of relatively high prices, had brought an unprecedented degree of prosperity. The 
flourishing commerce between Maritime ports and the New England seaboard had 
established business connections and channels of exchange which conferred great 
advantages on the mercantile and ship-building interests of the provinces. An 
examination of the trade returns of Nova Scotia for 1865 reveals the relative impor- 
tance of the American market for the products of this Province. 


Exports and Imports of Nova Scotia (1865). 


Exports Imports 
United States... 2. et ee On Oy Cr (eee ozo oot 
British’ West Indies). er ee OO ao 667,206 
Great" Biitai.cte eee eee 764,742. 6,315,988 
Canadavacn tie Cire ee ee 488,191 508,935 
New -Brunswickssncc.0) ce eee 477,944 694, 159" 
Newfoundland: "= okey ee 468,969 186,308 
Pa be lslandos cca: eee eee 315,950 203,371 
French West tndiesa...7.-9 9 ns: 153,275 TES 
Other7countmess. a a 625,366 1,468,783 


8,830,693 14,381,662 


In the second place, the negotiations for Confederation had been stimulated 
by the hope that a union of the provinces of British North America would improve 
the prospect of a renewal of the Reciprocity Treaty with the United States; or, 
in the alternative, would provide a recompense for the loss of the American market 
through the building of the Intercolonial Railway and the removal of the tariff 
barriers against manufactures which previously had impeded trade between the 
Maritime Provinces and the united Provinces of Upper and Lower Canada. The 
Imperial Government, in its efforts to bring about a union of the provinces of 
British North America, had expressed the view that the new Dominion would be 
in a more advantageous position than the separate colonies to secure a renewal of 
the Reciprocity Treaty with the United States, 
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Finally, it was recognized both by the Imperial Government and by the several 
provincial Governments, that the failure to secure a renewal of the Reciprocity 
Treaty would lead to a serious disturbance of existing trade movements, and would 
emphasize the necessity of obtaining new foreign markets for the produce of the 
provinces of British North America. 


THE CONFEDERATE COUNCIL OF TRADE 


Against this historical background, and under the influence of these consider- 
ations, the Confederate Council of Trade was summoned in 1865, at the suggestion 
of the Imperial Government, to establish concerted action among the British North 
America provinces with reference to the Reciprocity Treaty of the United States, 
and to give advice regarding other commercial arrangements in the event of the 
existing treaty with the United States not being renewed. Over-shadowed by 
the movement for Confederation inaugurated at Quebec in the previous year, the 
Council of Trade attracted little public notice when it was convened. It was 
summoned to meet a special contingency, and its deliberations occupied the brief 
span of two days. Its significance, however, transcends the contingency which 
called it into existence. Looking back over the path of constitutional progress in 
Canada, the Confederate Council of Trade appears as a distinct land-mark in the 
gradual development of Colonial participation in external affairs. It constituted 
the first formal recognition on the part of the Imperial Government that the British 
North American provinces had the right to be consulted in the negotiations of 
commercial treaties by which their interests were vitally affected. 


After making a number of special recommendations regarding the proposed 
negotiations for the renewal of the Reciprocity Treaty of the United States, the 
Council resolved that, ‘‘In the opinion of this Council, it would be highly desirable 
that application be made to Her Majesty’s Imperial Government, requesting that 
steps be taken to enable the British North American provinces to open negotiations 
with the West India Islands, with Spain, and her colonies, and with Brazil and 
Mexico, for the purpose of ascertaining in what manner the traffic of the provinces 
with these countries could be extended and placed on a more advantageous footing.”’ 
This resolution was approved of by the Secretary of State for the Colonies, and 
was transmitted by His Excellency, Sir John Michel, Administrator of the Govern- 
ment of Canada, to the Governments of the Maritime provinces, with a request 
that they unite with Canada in sending a Commission to the West Indies, Brazil 
and Mexico, as contemplated by the recommendation of the Council. Nova 
Scotia, New Brunswick and Prince Edward Island, having replied in the affirma- 
tive, appointed commissioners to join those from Canada for the purpose of carry- 
ing the resolutions into effect. Early in December, 1865 the Commission arrived 
in England where they had several interviews with Lord Monck and the Colonial 
Secretary. At the instance of the latter, Lord Clarendon, Secretary of State for 
Foreign Affairs, gave them introductory letters to the British Consuls at all places 
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they intended to visit in foreign possessions, while Cardwell furnished them with 
introductions to Governors of the British Colonies in the West Indies. Armed with 
these credentials the Commission visited Brazil, Cuba, and the British Colonies 
in the West Indies, Mexico being omitted from their itinerary because it was then 
involved in civil war. Wherever they went their representatives were received 
with the utmost courtesy. On the basis of the information obtained on their 
mission, they later presented a detailed report to their several Governments, con- 
taining many constructive suggestions for the development of trade between the 
British North American provinces and the various countries visited in the course 
of their mission. This report has been transcribed and will be submitted to this 
Commission for examination. 


THE HOME MARKET VERSUS EXTERNAL MARKETS 


It has been observed previously that the Province of Canada had adopted the 
protective principle as the basis of its trade policy, with the deliberate purpose of 
fostering domestic industries. In the years immediately preceding Confederation, 
each of the provinces of British North America had obtained complete control of 
its own tariff policy. This was a logical consequence of the parallel movements of 
free trade in Great Britain, and responsible government in the colonies of British 
North America. In 1859, Alexander Galt, the Finance Minister of Canada (United 
Provinces of Upper and Lower Canada) had asserted the right of the self-governing 
colonies to control their own commercial policy. In an official despatch sent to the 
Secretary of State for the Colonies in Great Britain, he declared that the respon- 
sibility of the Canadian Government must be to the Canadian people, more es- 
pecially in matters of taxation (the greater part of the revenue being raised by 
customs duties), and that the Canadian Government must affirm the right of the 
Canadian Parliament to adjust the taxation of the people in the way it deemed 
best, even if this should happen to meet with the disapproval of the British Ministry. 
This doctrine was not contested by the British Government. Its acceptance en- 
abled the Province of Canada to establish the outlines of a protective tariff which 
was in operation when the negotiations for federation reached their consummation. 


In the Maritime provinces, on the other hand, the principle of protection had 
never been adopted, and the tariff was kept at a level determined by the revenue 
requirements of these provinces, being substantially lower than the tariff adopted 
by the Province of Canada. The protective tariff of the old province of Canada, 
as adopted in 1859, provided for a prevailing ad valorem rate of 20%. The average 
ad valorem rate in Nova Scotia was 10%, and in New Brunswick 12%. It should 
be noted, also, that all the natural products of the soil, the sea, the mines, and the 
forests, passed freely between these Provinces before the Confederation negotiations 
were initiated; everything in short, except manufactured goods, and in 1862, two 
years before the Quebec Conference, the Government of Canada advocated a free 
interchange of manufactured articles between the Colonies, a proposal which was 
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then declined as premature by Nova Scotia and New Brunswick. The 20% ad 
valorem tariff of the province of Canada was retained until 1866, when it was 
replaced by a tariff with the rates of duties on the great bulk of manufacturing 
goods reduced from 20% and 25% to 15%. This tariff of 1866 was adopted in 
substance, in the following year, as the first tariff of the Dominion. 


_In the years immediately following Confederation the Dominion Parliament 
retained the 15% ad valorem tariff adopted at its first session. During this period, 
it should be remembered, negotiations with the United States for the renewal of the 
Reciprocity Treaty were still in progress. One might have assumed that the un- 
certainty of regaining free intercourse in natural products with the United State 
would have led to active efforts to secure other foreign markets for the surplus 
produce of the Canadian provinces along the lines of the recommendations made 
by the commissioners appointed pursuant to the recommendation of the Confeder- 
ate Council of Trade. Itdoesnot appear, from the records of Parliament, however, 
that the Government of the day made any serious attempt to carry out these pro- 
posals for commercial agreements with foreign countries. On the contrary, it 
would seem that the trend of official opinion was diverted from the objective of 
foreign markets to the more immediate purpose of securing the Canadian home 
market for Canadian producers. 


Not until 1870 do we find any evidence of a serious discussion of the proposals 
made by the trade commissioners appointed under the recommendations of the 
Confederate Council of Trade. In that year a debate occurred on a resolution, 
moved by the Hon. Lucius Huntington, proposing that Canada be given the right 
to negotiate directly with other countries for the purpose of entering into commer- 
cial arrangements with them. In speaking to this motion, Hon. Sir. A. T. Galt, 
who previously had been in charge of the financial negotiations of Confederation 
at the Quebec Conference, referred to the alternative trade policies which might 
be adopted by the Dominion. There were, he said, two courses open for Canada 
at that moment: the one was a policy of restriction and of retaliation, the building 
up of a ‘“‘Chinese wall” between Canada and other countries; the other was a policy 
of developing trade with foreign countries, of adopting free trade, as far as was. 
consistent with revenue purposes, and seeking to give to Canada that trade with 
other markets which was so much needed. He made much of the point that the 
great interests of the country were the primary industries, and that these interests 
must seek a foreign market. ‘“‘We cannot’’, he said, ‘“‘consume all this produce, 
and we must seek a market that can consume our surplus lumber and agricultural 
produce, that can consume our surplus fish and minerals, that we have to dispose 
of. No restrictions that I can conceive of will enable us to consume this surplus 
of ours. You may put up barriers in the way, you may try to compel one part of 
the country to consume one article produced in another part, but the great bulk 
of the produce of the country must seek a foreign market and any attempt to re- 
strain our export trade would only embarrass our country.” 


38 


Sir Alexander Galt then referred particularly to the report made by the Com- 
mission to the West Indies and South America sent out under the recommendation 
of the Confederate Council of Trade: ‘‘We may well ask’’, he said, ‘“‘after the report 
of that Commission, after it has been seen from particulars given in that report, 
that there is an opening for the products of this country in the British West Indies, 
Spanish West Indies, Brazil, and other foreign countries—after we have seen this 
we may well ask, what has been done since? From the time that Commission 
returned home to the present, upwards of four years, we cannot point to any action 
taken on the part of our Government to promote this objective, which really appears 
to be so easily obtainable and in its result so important to the interests of the 
country.’ Referring particularly to the benefits which would accrue to the Mari- 
time Provinces from the adoption of such a policy, Sir Alexander Galt said: 


“Let us look at the changes which would result in the Maritime Provinces 
from such a course; look at the employment which would be given to her 
shipping, and the way in which they could become the carriers of our products 
to the West Indies and the South American countries. We want the pro- 
ductions of the interior to find their way to foreign countries and give employ- 
ment to our own ships, and our own marines and our own merchants; and I 
complain that the Government will not try to bring these results about.”’ 


ANTICIPATIONS OF THE NATIONAL POLICY 


The only reasonable explanation of the failure of the Canadian Government to 
act upon the recommendations of the Confederate Council of Trade.and its Com- 
mission, is to be found jn the evident determination of that Government to so frame 
its policies as to stimulate inter-provincial trade rather than foreign trade, and to 
cultivate the home market instead of world markets. 


In the parliamentary debates on trade and tariff policy in the session of 1870, 
leading members of the Government made it clear that they were pre-occupied al- 
ready with the formulation of a policy which would guarantee a Canadian home 
market to Canadian producers. The dim outline of the National Policy of pro- 
tection can be seen jn the observations of those who spoke on behalf of the Cana- 
dian Government. As Sir John Macdonald, Prime Minister, said in the debate on 
the tariff, ‘We must have a Canadian policy or have no Canadian policy. Now the 
Government would contend for and insist upon one general Canadian policy....”’ 
“The Government had abandoned, with great regret, the duties on coal and wheat, 
as they believed the house was not prepared to carry these two items; but they 
were now determined to carry out a Canadian policy in its entirety, notwithstanding 
any inconvenience it might cause to particular portions of the Dominion, and he 
believed the Government could call upon these parts of the country to assist them 
in carrying out a national policy, and at the same time call upon the other parts to 
yield to anything in the tariff which might locally affect them unfavorably, if it 
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benefitted the whole country......... He agreed that a portion of the present 
tariff might press unduly on particular parts of the country, but he asked his friends 
from Western Canada to support the duty on coal, and he asked other members 
from any particular locality, who felt a particular duty pressed unduly upon that 
locality, to give up for the moment the consideration of local interests, and to con- 
sider what was best for the whole country.” 


Such views as those expressed by Sir John Macdonald in the passage just quoted 
were influenced, no doubt, by the fact that repeated attempts had been made to 
renew the Reciprocity Treaty with the United States, but without success. Spokes- 
men for the Canadian Government disclaimed retaliation as an element in trade 
policy, but there was a definite suggestion of retaliation in some of the tariff changes 
of 1870, imposing duties on coal, salt, and breadstuffs. These duties were with- 
drawn subsequently in the same year because of their unpopularity in Canada. 


LATER ATTEMPTS TO SECURE RECIPROCITY WITH THE 
UNITED STATES 


In the succeeding years, up to 1874, both the Macdonald administration and 
the MacKenzie administration sought a Reciprocity Treaty with the United States. 
The negotiations conducted by Hon. George Brown in 1874 gave every promise 
of success until they were wrecked by the indifference of the United States Senate. 
Had a treaty resulted from these negotiations, there can be no doubt that the in- 
terests of the Maritime Provinces would have benefitted greatly by the resumption 
of former commercial relations with the New England states. To quote from 
Dr. O. D. Skelton’s “Economic History of Canada, 1867-1912”: 


“Looking back today, one must consider the Brown-Fish project the 
most advantageous put forward by responsible statesmen in the long line of 
reciprocity negotiations. Fisheries and natural products were settled as in 
1854; the coasting trade of the lakes was thrown open; the reciprocity of river 
and canal navigation arranged by the Treaty of Washington was continued, 
and Canada had to enlarge her canals—a measure at least as much in her own 
behoof as in that of the United States, and bitterly attacked by New York 
State forwarding interests. An important list of manufactured goods was to 
be free, chiefly textiles and manufactures of iron and leather; the reduction 
of duties was to be spread over three years, according to a sliding scale agreed 
upon. Probably some temporary difficulty would have been met by Canadian 
‘manufacturers in competing in some of the commodities covered, especially 
those involving heavy capital expenditure; but given a twenty-four years’ 
assurance of the United States market, given the continuance of Canada’s 
lower duties on raw materials, and there is not a shadow of doubt that British 
capital would have poured in to seize the unique opportunity offered by this 
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combination of low cost of production and access to the markets of the 
whole continent, and would have made Canada the manufacturing centre of 
America. There was no discrimination against British goods, no pooling of 
revenues, no sacrifice of national control of fiscal policy.”’ 


The failure of the negotiations of 1874 coincided in point of time with the 
severe economic depression which had followed the panic of 1878. This conjunc- 
ture of events had its influence on fiscal policy in Canada. In 1875 the contraction 
in revenue collected from revenue duties had led to an increase in the general ad 
valorem rate from 15% to 174% with a 20% rate on certain luxuries. The con- 
tinuance of the economic depression led to an insistent agitation from the manu- 
facturing interests of the Dominion for more adequate protection from foreign 
competition. Out of such circumstances there emerged the clear outlines of the 
National Policy of avowed protection for Canadian industries which has been 
maintained in its underlying principles, despite certain broad modifications intro- 
duced with changing administrations at Ottawa, down to the present day. 


THE PARTING OF THE WAYS 


No Canadian statesman had a clearer vision of the fiscal needs of the Dominion 
and its component provinces than Sir Alexander Galt. He, so to speak, had been 
the architect of the financial substructure of Confederation, adopted at the Quebec 
Conference of 1864. He knew the resources of the various provinces. He had 
been the first Finance Minister of the new Dominion in 1867. He realized, more 
than most of his colleagues, the importance of reconciling the fiscal and commercial 
needs of the Maritime Provinces with those of the inland provinces of Ontario and 
Quebec. In introducing his budget of 1866, in the old Province of Canada, he had 
laid down principles which he reiterated in 1870 in the passage quoted in an earlier 
paragraph. Canada, he declared, had come to the parting of the ways; she must 
choose between the American system of high protection and the English and Euro- 
pean system of revenue duties. If the Canadians were to copy in every respect. 
the commercial policy of the United States, they might as well join political forces 
also; but if, as all hoped and determined, two separate and distinct nations were 
to be built upon this continent, it would be well to adopt distinct fiscal systems. 
Cut down duties on manufactured goods—unfortunately they could not at present 
be entirely abolished—make Canada a cheap country to live in and a cheap country 
to produce in; give Canadian manufacturers low taxes, low labour cost and cheap 
raw material, and instead of being given control of the single and limited market 
of Canada, they would be enabled to compete on favourable terms in the markets 


of the world. (1) 


It needs no argument to demonstrate that the policy advocated by Galt, first 
in 1866 and then in 1870, was a fiscal policy which was calculated to develop the 
Maritime portion of the Dominion, although Galt himself supported it equally 
from the standpoint of the industrial provinces of Ontario and Quebec. It also 


1) See ‘“‘Canada and its Provinces,’ vol. 9, p. 184, 


Al 


needs little argument, for experience has supplied the deficiency, to demonstrate 
that a policy of avowed protection for the manufacturing interestsof the country 
would prejudice the commercial interests of the Maritime Provinces, whatever its 
effects might be on the larger provinces of Ontario and Quebec. These were the 
alternative policies before the Dominion Government and Parliament, in the period 
1867-1879. The choice was made in favour of a policy which was designed to 
protect the home market and stimulate inter-provincial trade. A direction was 
given to Canadian fiscal policy which has been maintained with minor deviations 
for the past half century. The National Policy, in its genesis and growth, has 
been a policy of outright protection for Canadian industries. 


TARIFF CHANGES EMBODIED IN THE NATIONAL POLICY OF 1879. 


The changes in the tariff embodied in the National Policy of 1879 are sum- 
marized by Dr. O. D. Skelton in his “‘Economic History of Canada, 1867-1912”: 


“On the lines of cotton goods likely to be manufactured in Canada, duties 
were raised from seventeen and a half percent to rate, specific and ad valorem 
equivalent, on the importations of 1881, to thirty percent. The duties on wool- 
ens, all in the seventeen and a half percent schedule in 1878, were practically 
doubled; in 1881 blankets paid forty-five percent; clothing thirty-five; cloths, 
coatings, tweeds, thirty-two; dress goods and other woolens about twenty 
percent. The rates on furniture and clocks went up to thirty-five percent; 
on carriages, glassware, wall-paper and silks to thirty; on boots and shoes, 
buttons rubber goods and woodenware, to twenty-five. Sugar was given a 
five to ten percent increase, and the bounty on export of refined sugar offered 
by certain countries in the form of excessive drawbacks, was to be considered 
in determining the basis for levying duties. Pig-iron, previously free, was 
made to pay two dollars a ton; the duty on iron billets, bars and rods was 
increased from five to ten and seventeen and a half percent, while manufactured 
iron and steel products and machinery were given twenty-five to thirty-five 
percent protection. The rate on goods not otherwise provided for was in- 
creased from seventeen and a half to twenty percent, but the bulk of the 
import commodities in the old seventeen and a half percent schedule were 
given special and higher rates. A marked feature of the new tariff was the 
substitution of specific or compound duties for the ad valorem rates of the old 
tariff, a measure designed to guard against such a falling-off in the revenue as 
had resulted from the decrease in values in the years of depression, and, it may 
be, to conceal the extent of the increase from the lay public. The farmer was 
remembered by the imposing of duties on wheat, barley, Indian corn and 
other breadstuffs, and doubling of the duty on live-stock. Inter-provincial 
trade was promoted by a duty of fifty cents a ton on coal, both bituminous and 
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anthracite, to give Nova Scotia an advantage to compensate for the higher 
prices paid Ontario for flour; New Brunswick was allowed to pay both bills 
without amends.’ (For later changes see ‘‘Canada and Its Provinces, Vol. 9, 


p. 155). 


MOTIVES AND PURPOSES OF THE NATIONAL POLICY 


When the National Policy was brought down in the Budget of 1879, it was 
made abundantly clear that it was designed, as its name implies, to confer benefits 
upon the varied interests of the entire Dominion. The Government of the day 
denied in the strongest terms that it was intended to confer special advantages 
upon any one section of the country. On the contrary it was calculated to strength- 
en, revive and create manufacturing industries in all the provinces of the Dominion 
thereby establishing, it was declared, a larger home market for agricultural pro- 
ducts in each and all of the provinces. The following extracts from speeches 
delivered by the proponents of the measure afford an indication of the motives 
which lay behind it and the objectives it had in view. 


The National Policy was introduced by Sir Leonard Tilley, of New Brunswick, 
then Finance Minister of the third administration of Sir John Macdonald. In 
bringing down the Budget Sir Leonard Tilley made the following statement: 


“The time has arrived, I think, when it will become our duty to decide 
whether the thousands of men throughout the length and breadth of this 
country who are unemployed, shall seek employment in another country, or ~ 
shall find it in this Dominion; the time has arrived when we are to decide 
whether we will be simply hewers of wood and drawers of water; whether we 
will be simply agriculturists raising wheat, and lumbermen producing more 
lumber than we can use or Great Britain and the United States will take from 
us at remunerative prices; whether we will confine our attention to the fisheries 
and certain other small industries, and cease to be what we have been, and 
not rise to be what I believe we are destined to be under wise and judicious 
legislation, or whether we will inaugurate a policy that will, by its provisions, 
say to the industries of the country, we will give you sufficient protection; 
we will give you a market for what you can produce; we will say that, while 
our neighbors build up a Chinese wall, we will impose a reasonable duty on 
their products coming into this country; at all events, we will maintain for our 
agricultural and other productions largely, the market of our own Dominion.” 
(House of Commons Debates, 1879, p. 429). 


Referring particularly to the intended effect of the National Policy on the 
interests of the Maritime Provinces, Sir Leonard Tilley made the following com- 
ments: 

‘As far as the agricultural interests in the Lower Provinces are concerned, 
they will be benefitted by getting an increased home market for their pro- 
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ductions, and increased prices for some of their articles........Something was 
said the other night with reference to our manufactures in the different parts 
of the Dominion. I am not, I think, over-sanguine when I say the day is not 
far distant when the population in the western country will be greater than 
it is in Canada, and when the Maritime Provinces, with their coal, iron, and 
water-power, will be manufacturing centres for this vast Dominion. 

It is my conviction, in reference to the Province of New Brunswick, that the 
manufacturing equally with the agricultural and lumber interest, will be 
fostered and encouraged by the present tariff.” (House of Commons Debates, 
1879, pp. 13806-1308). 


Sir Leonard Tilley, denying that the National Policy would be a sectional 
policy, declared in the strongest terms that it was designed to benefit all parts of 
the Dominion: 


“We are told that this is a sectional policy, that it is going to separate the 
people, that the Government or the Finance Minister was simply a Committee 
appointed to receive propositions from the men who came to Ottawa. I can 
only say that, if we accepted the propositions from all parts of the Dominion, 
the tariff would have been a very queer mixture indeed, because we naturally 
had conflicting interests to deal with. But the Government, in view. of its 
responsibilities, as representing Ontario, Quebec, New Brunswick, Nova Scotia, 
Prince Edward Island, and the North-West, had to consider and decide as to 
what was in the interest of the whole Dominion, and what might meet, fairly 
and justly, the interest of the whole country. If we had come down with a 
proposition directly in the interest of one Province, no matter how great it 
might be, had we taken propositions en bloc: from Ontario for example, the 
other Provinces would have grounds for complaint. Our scheme is not for a 
section, but for the interest of the whole country. (House of Commons De- 


bates, 1879, pp. 719-720). 


And Sir Charles Tupper, speaking particularly of the interest of Nova Scotia 
in the National Policy, made reference to the enlarged market for Nova Scotia coal 
in the Provinces of Ontario which would following the adoption of the Protective 
Policy: 


“‘T believe, in the interests of Ontario, it is a wise policy to develop the coal 
industry of Nova Scotia. That province is one important part of the Dom- 
inion, and twelve million dollars of capital invested in coal mines cannot lie 
dead and unremunerative without inflicting great injury on the whole country. 
Nova Scotia has common interests with the other Provinces, and contributes 
to the general revenue, and it is, therefore, the duty of Parliament to adopt all 
legitimate measures to promote and foster its industries. What would be 
the effect of pursuing a contrary course? In the present state of the labour 
market in the United States, coal can be produced at exceedingly low prices 

--and if the Nova Scotia coal industries are not fostered they will be crushed out, 
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and the people so employed will go to swell the ranks of those engaged in build- 
ing up that great country to the south of the line.’”’ (House of Commons De- 
bates, 1879, pp. 464-465.) 


These statements from the authors of the National Policy will suffice to indi- 
cate that the adoption of an outright Protective Tariff in Canada was predicated 
on the belief that any benefits through stimulus to manufacturing and enlargement 
of home markets for agricultural products would be distributed fairly among the 
several provinces of the Dominion. With this purpose it was introduced; upon 
this understanding it was adopted by Parliament. 


THE NATIONAL POLICY AND THE MARITIME PROVINCES 


While the declared purpose of the National Policy was to distribute benefits 
over the entire Dominion, it is of interest to observe that some of the representatives 
in the Dominion Parliament from the Maritime Provinces were doubtful of its stim- 
ulating effect upon economic activity in this portion of Canada. It will be remem- 
bered that prior to Confederation both New Brunswick and Nova Scotia had imposed 
a scale of duties materially lower than those adopted by Canada. Moreover, the 
tariffs of these provinces were avowedly for revenue purposes and were not designed 
to afford protection to domestic manufactures. As a result of Confederation the 
general tariff had been raised to the level hitherto prevailing in Canada. The chang- 
es proposed by the National Policy of 1879 went far beyond any tariff which pre- 
viously had regulated the trade of the seaboard provinces. The following excerpts 
from speeches delivered by members of the Opposition in the Dominion Parliament 
during the Budget debate reveal the misgiving felt by some representatives from 
the Maritime Provinces regarding the ultimate effects of the new measures of pro- 
tection embodied in the National Policy. 


Mr.Flynn (NovaScotia) ‘‘If the Maritime Provinces were also to prosper 
their trade must be with the United States, which were the great purchasers of 
all their articles of export. Even the exports of Nova Scotia to the Upper 
Provinces had not increased in the slightest degree since 1866. In 1866 the 
exports were $438,000, and the imports $500,000. In 1876 the imports were 
about 383 millions from Ontario and Quebec, while the exports did not ex- 
ceed the amount of 1865-66, thus showing that the exports from Nova Scotia 
to the Upper Provinces had not increased, while the imports from those Prov- 
inces had gone up to 33 millions between 1865 and 1876.” (House of Com- 
mons Debates, 1879, p. 512.) 


Mr. Flynn (NovaScotia) ‘‘This tariff bore more heavily on the Maritimes 
than on the other Provinces. In the Maritime Provinces, the manufacturing 
industries were mere trifles compared with Upper Canada, and, in those Prov- 
inces, the principal articles of consumption were breadstuffs, which included 
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flour, corn, cornmeal, rye, etc.; and, in addition, cotton, twills, duck, linens, 
earthenware, prints, hardware, etc. With regard to breadstuffs, every Legis- 
lature since Confederation was opposed to anything like a duty on these articles. 
It was a most unfair duty, one which taxed one class of the community to build 
up another section. The Maritime Provinces raised no wheat, ground no 
flour, and therefore must pay, under this tariff, tribute to the amount of fifty 
cents a barrel to the Ontario producers.’’ (House of Commons Debates, 1879, 


pp: 510-512.) 


Mr. Burpee (New Brunswick) ‘‘They had long had a local trade— 
called the Bay of Fundy trade—between New Brunswick the western part of 
Nova Scotia, and the seaports of the American Atlantic coast. The sections 
of the Dominion referred to had certain products of a bulky and perishable 
nature, such as sawn lumber, piles, hoop-poles, staves, laths, gypsum, Alber- 
tite coal, hay, potatoes, sheeps’ pelts, and other articles which could not be 
profitably sent to any other market. When New Brunswick went into Con- 
federation, it was a stipulation that they should have facilities for inter-col- 
onial trade. They were to have facilities for sending their products in return. 
The Intercolonial Railway was promised them for a commercial route. The 
Bay Verte Canal was also promised them to facilitate that trade. The articles 
he had mentioned were bulky, and some of them perishable, and could not be 
sent the long distance of 500 or 600 miles around Nova Scotia with profit to the 
Upper Provinces. But the fact is that the Intercolonial Railway had been 
built by a military, instead of a commercial route, and he held that, on this, 
faith had been broken with the people of the city and valley of the St. John 
River, and this was the first and one of the heaviest blows that had been struck 
at the prosperity of that city and the surrounding counties. The Bay Verte 
Canal had not been built at all, and the want of facilities for trade with the 
Upper Provinces compelled them to look for a market for the products he had 
named, as before, to the seaports of the American Coast.’’ (House of Com- 


mons Debates, 1879, pp. 1060-1061). 


Mr. Killam (Nova Scotia) ‘Very little had been said about the fisher- 
men. What had been done for them, but to tax them. The hon. gentleman 
said that these fishermen were quite as willing to be taxed as any other class of 
the community. So they were, but they were not willing to be taxed for 
everything that they used.’’ (House of Commons Debates, 1879, p. 1162.) 


Mr. Anglin (New Brunswick) “......It was the competition of Montreal 
manufacturers that led to the decline of the manufactures in New Brunswick. | 
The Montreal manufacturers were determined to force their wares on that 
market. They sent their runners all through the country, into every village 
and town; and in the city of St. John itself, close beside their factories, shows 
were opened in which goods manufactured in Montreal were largely sold; and it 
was in that way that the prosperity of their boot and shoe manufacturers 
was materially diminished .. .. The manufacturers of the Upper Provinces also 
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used their markets below as slaughter-markets....The hon. member from the 
county of St. John had made a very careful calculation as to the amount of 
merchandise imported into New Brunswick from the Upper Provinces, and he 
(Mr. Anglin) was astonished to learn that they amounted one year to the enor- 
mous sum of $5,000,000. Although a very large part of this sum was the price 
of flour—some 250,000 barrels or thereabouts—even deducting the price of 
flour, there would still remain an amount of over three millions of dollars on 
which the people of New Brunswick paid duties at Montreal and other ports of 
the Upper Provinces.’’ (House of Commons Debates, 1879, p. 1318.) 


SUMMARY OF CANADIAN TARIFF POLICY 1879-1933. 


As the present section of the argument submitted on behalf of the Government 
of Nova Scotia is concerned with the general incidence of Canadian tariff policy 
upon the economic interests of this province, a statement is submitted herewith 
giving in outline the history of the Canadian tariff since the adoption of the National 
Policy in 1879. This statement was prepared by Mr. Gilchrist, of the Department 
of Trade and Commerce, Ottawa, and appears in the Canada Year Book, 1938, an 
official publication of the Dominion Bureau of Statistics. At a later point in the 
brief it will be found necessary to refer to particular schedules or items in the Can- 
adian tariff in their effects upon the economic position of Nova Scotia. 


THE ECONOMY OF NOVA SCOTIA WITHIN THE FRAMEWORK OF THE 
NATIONAL POLICY 


Having given, in broad outline, a history of the adoption and development of 
the Canadian tariff, it becomes necessary to consider the relation of this tariff policy, 
more especially since the adoption of the National Policy in 1879, to the economic 
position of Nova Scotia. The protective principle was avowedly adopted in the 
national interest for the purpose of establishing a home market for Canadian pro- 
ducers, and for the development of inter-provincial trade. With such modifica- 
tions as have been introduced by successive administrations in Ottawa, we are en- 
titled to assume that the protective principle has been retained in the tariff struc- 
ture of Canada with the same broad objects in view. From 1879 to the present day 
Nova Scotia has lived within the regime of a protective system. How have its econ- 
omic interests been influenced by this system to which it has been compelled to 
accommodate its industrial and commercial life. From an historical standpoint, 
it is not open to doubt that considerations of imperial interest brought Nova Scotia 
into Confederation. The authority of an imperial statute compelled her to remain 
within Confederation against the wishes of the majority of her people, as expressed 
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by the electorate when the issue was referred to them in 1867. National consid- 
erations have been invoked repeatedly in support of the protective tariff which was 
adopted in 1879 and continued to the present time. Has Nova Scotia gained or 
lost by its deference to these considerations of imperial and national interests. If 
as a province it can be demonstrated that she has made more than a reasonable 
sacrifice of her economic interests for imperial policy and national unity, how can 
the balance be redressed in accordance with the principle of federal equity These 
are the questions which must now be considered in the analysis of economic condi- 
tions in Nova Scotia which follows. 


CHAPTER IV. 


COMPARATIVE DEVELOPMENT OF MANUFACTURING IN THE PROV- 
INCES OF THE DOMINION SINCE THE ADOPTION OF THE NATIONAL 
POLICY 1879 


Since the primary object of a protective tariff is to stimulate the growth of 
manufactures, it will be useful to indicate the comparative growth of manufactur- 
ing in the various provinces, since the introduction-of the National Policy in 1879. 
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When the above table is examined it will be seen that in the first decade, 1880- 
1890, Nova Scotia evidently maintained about the same pace of growth as the other 
provinces, in respect of number of establ‘shments, number of employees, and value 
of products. In the additional investment of capital, however, the provinces of 
Ontario and Quebec exceeded the rate of increase in Nova Scotia, though not by a 
very substantial margin. 


From 1900 onwards, the relative position of manufacturing in the several prov- 
inces suggests a significant change. It should be noted here that the statistics for 
1890 and 1900 are not strictly comparable because of the different classification 
adopted in 1900 for the collection of information on manufactures. In the former 
year the return was based upon information received from all establishments ir- 
respective of the number of employees. For 1900 and 1910 the statistics given ap- 
ply only to establishments with five hands and over. In the decade 1900-1910, for 
which the figures are comparable, there is a noticeable shift in the relative position 
of manufacturing in the several provinces which becomes more clearly defined in 
the succeeding decades. In the period 1900-1910, the provinces of Ontario and 
Quebec show a striking increase along the entire front of manufacturing activity. 
Their capital investment in manufacturing was more than doubled. The value of 
manufactured products was more than doubled. Total wage and salaries dis- 
bursed were more than doubled. The number of employees engaged in manufact- 
uring in the two provinces combined, rose from 272,080 in 1900, to 397,021 in 1910 
or by 45%. 


In Nova Scotia and the other Maritime Provinces, there was also an improve- 
ment in this period of rap‘d expansion, but the proport onate growth was considerably 
below that of the central provinces of Ontario and Quebec. In Nova Scotia, capital 
investment in manufacturing was more than doubled, and the value of the product 
was more than doubled, but the number of employees engaged in mnufacturing 
increased only from 23,284 to 28,795, or by 23.% 


From 1910 onwards, the concentration of manufacturing in Ontario and 
Quebec (Central Canada) is much more noticeable. Unfortunately, the figures for 
1910 and 1920 are not strictly comparable, owing to the adoption of a new classi- 
fication by the Bureau of Statistics. The figures for 1920, and later years, are for 
all establishments, irrespective of the number of employees, but the group of “‘con- 
struction, band trades, and repairs’ is excluded from the classification of manufact- 
uring establishments. With this qualification acknowledged, however, it will be 
noticed that in the decade 1910-1920, the manufacturing progress of Ontario and 
Quebec is revealed in a striking manner. In these two provinces combined, the 
capital investment in manufacturing rose from $922,000,000 to $2,696,000,000 in 
round figures; the number of employees from 397,000 to 487,000; and the gross 
value of the products from $930,000,000 to $2,965,000,000. 


In the same period the capital investment in manufactures in Nova Scotia 


rose from $80,000,000 to $112,000,000; the gross value of the product from 
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$53,000,000 to $118,000,000; but the number of employees engaged in manufactur- 
ing actually decreased from 29,000 to 24,000, despite the broader classification 
adopted in 1920. 


Finally, in the last decade, 1920-1980, the decline of manufacturing in 
Nova Scotia became more pronounced. In Ontario and Quebec (Central Canada) 
capital invested in manufacturing increased from $2,696,000,000 to $4,158,000,000; 
the number of employees increased from 487,000 to 512,000; while the gross value of 
products decreased slightly, from $2,965,000,000 to $2,735,000,000. 


In Nova Scotia during the same period, the capital invested in manufacturing 
decreased from $142,000,000 to $180,000,000; the number of employees decreased 
from 24,000 to 21,000, and the gross value of products from $148,000,000 to 
$86,000,000. 


This tabulation and comparison of manufacturing statistics, 1880-19380, brings 
out very clearly the changing regional, or provincial, distribution of manufacturing 
under the encouragement of the protective tariff. The sharp relative increase in 
the manufacturing activity of the central provinces is related in point of time, to 
the great period of western expansion following the completion of the Canadian 
Pacific Railway, and the aggressive immigration policies of the period 1900-1910, 
together with the further railroad expansion which marked this great period of 
western colonization. In this brief span of years, the population of Western Can- 
ada was almost trebled, increasing from 600,000 in 1901 to 1,720,000 in 1911. This 
rapidly expanding market gave an extraordinary stimulus to the established manu- 
facturing industries of the east. The industries of the Maritime Provinces partici- 
pated in this market only during the period when manufacturers of Ontario and 
Quebec were unable to meet this rapidly growing demand of new settlement and 
railroad construction. But the period of active participation by the manufacturers 
of the Maritime Provinces in the Western market was of short duration. The 
geography of the Dominion and the distribution of its population along a somewhat 
narrow corridor of settled territory, running east and west, with the greatest density 
of population at the centre, made it inevitable that a trade policy designed to en- 
courage production for the home market would accentuate the geographical ad- 
vantages of the central portion of the Dominion in supplying the needs of eastern 
and western Canada. The result has been a progressive concentration of manu- 
facturing activity in the central provinces of Ontario and Quebec. The present 
extent of this concentration is indicated by the following information given by the 
Dominion Bureau of Statistics: 


“Ontario and Quebec are the most important manufacturing provinces of 
Canada. Their combined production in 1930 amounted to $2,735,000,000, or 
nearly 80% of the gross value of manufactured products of the Dominion,” 
(Canada Year Book, 1938, p. 441.) 

“Ontario and Quebec account for almost 80% of the total capital invested 
in manufacturing in Canada.” (Canada Year Book, 1933, p. 441.) 
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“Out of the total male wage-earners, numbering 481,468, and the total 
female numbering 120,088, 47.1% of the former and 46.2% of the latter were 
employed in Ontario. Quebec manufacturers reported 30.4% of the total males 
as compared with 39.6% of the total females. As to earnings, Ontario firms 
paid out 49.5% of the total wages in Canada, and Quebec 29.8%.” (Canada 
Year Book, 1988, p. 451.) 


In the western provinces of Manitoba, Saskatchewan, and Alberta, manufactur- 
ing is definitely increasing in directions where these provinces have distinct advant 
ages in natural resources, as, for example, in the meat-packing and milling indus- 
tries. 

Employees of Manufacturing Industries 


Manitoba Alberta Saskatehewan 
1900* 5,219 (1905) 1,988 1,376 
1910* AT325 6,980 3,250 
1920 24,481 11,387 1182 
1930 26,488 14,099 maihZ4as 


*Include only establishments with five hands or over. 


There has also been a marked development of manufacturing activity in British 
Columbia, which has a unique advantage in relation to Oriental and Australasian 
markets. 

Employees of Manufacturing Industries 


British Columbia 


1900* 11,454 
1910* 33,312 
1920 35,1382 
1930 42,779 


*Includes only establishments with five hands or over. 

In the Maritime Provinces, however, there has been no striking expansion of 
old industries or compensating development of new manufactures. The expansion 
which may be noted elsewhere in the Dominion is not duplicated in the Maritime 
Provinces. Here there has been an actual retrogression of manufacturing activity: 


Employees of Manufacturing Industries 


Nova Scotia New Brunswick P.. be ilsland 


1900* 23,754 22,158 3,804 
1910* 28,795 24,755 3,762 
1920 23,834 19,241 1,327 
1930 21,069 18,422 2,055 


*Figures for 1900 and 1910 include only establishments with five hands or more. 
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The decline of manufacturing in Nova Scotia is also indicated by comparative 
figures for the period which elapsed since the federation of the Province in 1867. 


Nova Scotia Canada 
Employees of Value of Employees of Value of 
Manufacturing Product Manufacturing Product 
Industries Industries 
1871 15,595 $18,575,326 187,942 $309,676,068 
1931 16,175 70,679,503 557,426 2,698,461,862 


In the statistical study of the Maritime Provinces since Confederation, publish- 
ed by the Dominion Bureau of Statistics in 1926, the situation is described in these 
words: 

“Tt will be seen that while manufacturing has increased in Canada as a 
whole by, say, twelve times since Confederation, the increase in the Maritimes — 

has been about four times.” (P. 76.) 


This comparison made in 1926 was on the basis of the total value of the products. 
On the basis of number of employees the evidence is even more conclusive. 


Between 1871 and 1931 the number of employees in manufacturing in Nova 
Scotia increased by only 580, or by 3.7%. In the same period the number of em- 
ployees in manufacturing in Canada as a whole increased from 187,942, to 557,426, 
or by 197%. 


But the relative failure of manufacturing in Nova Scotia has been even greater 
than is indicated by these statistics. The breadth of the classifications of manu- 
factures, adopted by the Bureau of Statistics, has permitted the inclusion of small 
saw-mills, fish canneries, printing establishments, laundries, etc., regardless of the 
number of employees. These small industries form a much larger proportion of 
the total of manufacturing establishments in Nova Scotia than in the larger provin- 
ces. In contrast to the prevalence of these small establishments in the Maritime 
Provinces, the growth of manufacturing in Ontario and Quebec, since the turn of 
the century, has been marked by the establishment of factories conducting large 
scale operations and producing such commodities as automobiles, radios, electrical 
appliances, iron, and steel ware, machinery, textiles, etc. Similarly, under the 
encouragement of the tariff, many branch factories of large concerns in the United 
States and Great Britain have been established in Central Canada. This develop- 
ment of manufacturing has not extended to the Maritime Provinces, and has, in 
fact, tended to raise the prices of goods formerly imported direct from these coun- 
tries. 


In order to indicate more clearly the trend of manufacturing in Nova Scotia 
during the period 1880-1930, the following table recapitulates a summary of statis- 
tics of manufacturing in this province by decades: 
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HISTORICAL SUMMARY OF STATISTICS OF MANUFACTURES, 1880-1930 


PROVINCE OF NOVA SCOTIA 


Estab- Em- Salaries Cost Net Gross 
Year lish Capital. ployees. and of Value of Value of 
ments. Wages. Materials. Products. Products. 
1880 5,493 10,183,060 20,390 4,098,445 10,022,030 8,558,296 18,575,326 
1890 10,495 19,730,736 34,944 7,233,111 16,062,479 14,905,913 30,968,392 
1900 1,188 34,586,416 23,2384 5,613,571 18,161,077 10,431,436 23,592,513 
1910 1,480 79,596,341 28,795 10,628,955 26,058,315 26,647,869 52,706,184 
1920 1,388 141,549,856 23,834 26,127,781 85,724,785 63,274,708 148,999,493 
1930 1,302 133,671,163 17,537,690 44,506,178 41,296,743 85,802,921 


21,069 


In presenting this survey it is not suggested that the flight of manufacturing 
industries from one district to another is confined to Nova Scotia or the Maritime 
Provinces. It is a characteristic of an economic age which has been dominated 
by the competitive urge to greater efficiency and higher productivity. Within the 
Province of Ontario, for example, there has been a movement of factories from 
small towns and cities to the large centres of population at Toronto, Hamilton, 
Kitchener, London, etc. It is submitted, however, that in the latter case the 
transference is one which is less painful in its consequences,.and results in no per- 
manent loss to the provincial economy. In the movement of manufacturing ac- 
tivity out of the Maritime Provinces, there has been an incalculable loss to inves- 
tors and employees alike, and a loss as well to the provincial economy which cannot 
be estimated by material standards alone. : 


INDIRECT EFFECTS OF THE DECLINE OF MANUFACTURING IN 
NOVA SCOTIA 


It may be urged that the trend of manufacturing away from Nova Scotia and 
the Maritime Provinces has been due to the natural operation of geographical 
specialization and the principle of comparative advantage, and that this province 
has participated fully in the benefits accruing from the concentration of Canadian 
manufacturing in Ontario and Quebec. 


It is asserted as a general principle that industries in Ontario and Quebec have 
natural advantages of situation in relation to raw material, labor force, and markets 
which enable them to take full advantage of the so-called economies of large-scale 
production. Weare asked to believe that these economies of large-scale production 
will enable an industry to protect itself more adequately from foreign competition, 
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and are passed on to the consumer, either in part or in full, through lower prices 
made possible by the lowered cost per unit of the commodity manufactured. Whe- 
ther such economies are thus passed on to the consumer in many cases is open to 
grave doubt. It will depend on the reality of internal competition, and the Cana- 
dian industrial field is still so narrow as to raise serious misgivings as to the extent 
of true competition in many lines of manufacturing. The existence of monopoly, 
trade combines, and friendly price agreements within the shelter of a protective 
tariff, is not always capable of positive proof, but that it exists over a considerable 
range of manufacturing is scarcely open to question. Undoubtedly, a substantial 
proportion of the economies of large scale production are not passed on to the con- 
sumer, but render possible a higher margin of profit for the industry and go into 
the safety deposit boxes of company promoters or the pockets of shareholders. 
Certainly the proportion of benefit that is returned to the people of this province 
is not substantial. 


The gains of large-scale production in Central Canada, which have been ac- 
companied by a decline of manufacturing in Nova Scotia, are gains which are 
seldom distributed over the entire country. On the contrary, the real benefits 
would appear to accrue very largely to the region or province where the large-scale 
operations are conducted. Large industries usually sustain a number of smaller 
auxiliary industries. A car manufacturing plant in Nova Scotia affords employ- 
ment to foundries, lumbermen, iron and steel plants, coal miners, woodworkers, and 
paint factories; to note only a few of the products that would enter into the building 
of freight, refrigeration, and passenger cars. When such an industry is removed 
from the province, or closed down, the effect of the stoppage is communicated at 
once to these subsidiary industries. The plant established in Montreal or Toronto 
will not draw its supplies from Nova Scotia, but from its immediate neighborhood. 
In the same manner, the closing down of boot and shoe factories means the loss of 
a readily accessible market for tanners and stock-raisers in Nova Scotia, and so with 
many other manufacturing establishments which formerly supplied a market for 
raw material and products of auxiliary industries within the province. 


DETAILED SURVEY OF THE DECLINE OF MANUFACTURING IN NOVA 
SCOTIA, 1900-1933 


In order to obtain from local sources of information a record of manufacturing 
in Nova Scotia, 1900-1933, a Questionnaire was addressed to the Town Clerks of 
Incorporated Cities and Towns throughout the Province. This Questionnaire 
was in the following form: 


1. (a) What manufacturing industries (employing five hands or more) were 
operating in your community in the years 1901, 1910, 1921 and 1931 
respectively? 
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(b) What products did they manufacture? 


2. What was the average number of employees in each of these industries 
in the years specified? 


3. (a) What industries to your knowledge have been closed down or re- 
moved from your community since 1900? 


(b) What reasons are given for the close-down or removal in each case? 


4. (a) What industries are established in your community at the present 
time? 


(b) What products do they manufacture? 
(c) Whatis their average working force in each case? 


5. To what extent (estimated) has your community suffered a loss of tax 
revenue because of the disappearance of industries formerly established ? 


6. To what extent has your community suffered a loss of population for the 
above reason? 


The information received in response to this Questionnaire affords interesting 
evidence of the trend of manufacturing activity on Nova Scotia. It is subject, of 
course, to the defects common to all questionnaires in that the answers given are 
not strictly uniform, and are based, no doubt, in part upon inadequate information, 
especially for the earlier years of the period under review. At the same time, the 
answers were given in considerable detail and there is no reason to question their 
general accuracy as to the facts. A compilation of the information received in answ- 
er to this Questionnaire will be found in the Appendix A. Ananalysis of this infor- 
mation reveals that in the period 1900-1933, covered by the inquiry, more than two 
hundred manufacturing industries have passed out of existence in Nova Scotia. 
Some of these, it is true, were of small dimensions, but a very considerable number 
were organized to conduct operations on a fairly large scale. It has not been pos- 
sible to estimate the loss of invested capital and opportunities of employment re- 
sulting from the closing of these factories. It is quite evident, however, that the 
loss under both of these headings has been a very substantial one. Some of the 
products manufactured by these factories were as follows: Automobiles, pianos, 
gramaphones, cloth, blankets, boots and shoes, larrigans, builders’ supplies, skis 
and sleds, carriages, boats, glue, fertilizer, soap, cocoa, chocolate, canned fruits and 
vegetables, furniture, machinery, stoves, castings, and other iron and steel products. 


One of the questions on the Questionnaire asked for the reasons given for the 
close-down or removal of factories. This question allowed considerable latitude 
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for the expression of individual opinion, and some of the answers given would have 
to be corrected, no doubt, on further investigation, assuming the facts were available. 
It is noteworthy that in no single case was lack of tariff protection given as the rea- 
son for the failure of a particular industrial establishment. On the other hand, in 
many cases it was alleged that particular establishments had been closed down or 
removed owing to internal competition and the centralization of manufacturing in 
Ontario and Quebec. 


Another question on the Questionnaire asked for an estimate (1) of the loss 
suffered by the community in tax revenue because of the disapperance of industries 
formerly established; (2) loss of population suffered by the community through 
closing or removal of industries. The answers given to these questions cannot be 
regarded as an accurate statement of the true situation. At the same time they do 
afford useful information. as to the effect of the decline of manufacturing in Nova 
Scotia on the population of towns and cities and upon revenue collected by such 
municipalities. They reveal a very substantial loss of population as well as a sub- 
stantial contraction of municipal revenues, due to the failure of manufacturing es- 
tablishments and the loss of population resulting therefrom. 


The information received in answer to this Questionnaire affords abundant 
confirmation of the conclusions drawn from the statistical analysis of the com- 
parative development of manufacturing in the provinces of the Dominion since 
the adoption of the National Policy in 1879. Whatever stimulus the National 
Policy may have given to the progress of manufacturing in other provinces, the fact 
remains that in Nova Scotia the continuance of that policy has been accompanied 
by a gradual but persistent decline of manufacturing activity. 
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CHAPTER V. 


DESCRIPTIVE SURVEY OF THE EN aad RESOURCES OF NOVA 
SCOTIA. 


Before proceeding to analyze the development of primary production in Nova 
Scotia during the period of the National Policy, it may be useful to indicate briefly 
the extent and character of the primary resources of the provinces. The informa- 
tion under this head which follows has been supplied by the appropriate departments 
of the Provincial Government. 


General Agriculture 


Out of a total land area of 13,483,520 acres, 31.91% or 4,164,170 acres is, accord- 
ing to the Census of 1981, occupied by Nova Scotia farmers. The balance consists 
of forest, moorland, barrens, bog, etc. Part of this could be cultivated but the cost 
of clearing would be such that there is little likelihood of more being occupied by 
farmers unless the day comes when the urban or consuming population is on a par 
with that of European countries. 


This 4,164,170 acres comprises 844,632 under the plough and 866,500 acres in 
cleared pasture. The balance is farmers’ woodland. é 


The part of the table quoted from the Canada Census of Agriculture ‘‘Total 
Number of Farms, ete.’’ published in 1932, sets forth the acreage for 1921 and 1931: 


Acreage 
Total occupied Acreage improved 
Acreage by Farms or arable land No. Farms Pasture 
1931-13,483,520 4,164,170 844,632 39,446 866,500 
1921-13,483,520 4,628,398 992,467 47,482 955,030 


Classification of Farms: 


Economically the farms of Nova Scotia may be classified: (1) Farms with a 
moderately large to large arable acreage. These are found mainly (a) in areas ad- 
joining the head waters of the Bay of Fundy as in Cumberland, Colchester, Hants 
and Kings Counties. (b) In the North Shore area, from the New Brunswick 
border to Cape George, Antigonish County, and including parts of Inverness County 
in Cape Breton. This area extends inland varying distances from ten to fifty miles. 
(c) Scattered locations all over the province but particularly those adjoining 
rivers and streams such as the Musquodoboit, Stewiacke and South River Valleys, 
the New Germany district in Lunenburg County, North Queens, etc. 
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These farms are mainly adapted to general farming and are capable of produc- 
ing sufficient feed to maintain reasonably large herds of stock and are for the most 
part capable of being operated without the necessity of buying large quantities of 
feed. 


(2) Farms adjoining towns and cities, such as those in the vicinity of the 
Sydneys, Dartmouth, etc. These are mainly small farms with limited arable 
acreage. But by virtue of the access to nearby markets, farmers can carry on 
market gardening, the selling of fluid milk, etc., and so long as these local markets 
are good, often derive larger profits than farmers on the more favored lands de- 


scribed under (1). 


(8) Farms of comparatively small arable acreage, frequently containing 
rocky and hilly ground somewhat remote from consuming centres. Such farms for 
the most part would be termed by American economists as ‘‘Marginal Farms’. The 
acreage is not large enough to afford a substantial income from dairying or cattle 
feeding, but on some of these farms fairly good incomes are made when opportunity 
is afforded to produce and sell such cash crops as eggs, potatoes and vegetables. 
Opportunities on these farms would be greatly increased if there were more centres 
of industry in the province in which the farmers could sell these cash crops. With- 
out such an opportunity it is difficult to see how these farms can be anything more 
than ‘‘sustenance farms’. The remaining opportunity for farmers on such land 
consists in employment in the lumber woods or at fishing, mining or working on the 
roads. 


(4) The orchard lands of the Annapolis Valley, with small areas in Lunenburg, 
Queens, etc. For the most part these are considered as favored areas. Apples 
are produced at least as economically as in any other part of the world and the 
operators are able to sell, year in and year out, on the British and other export 
markets in competition with competitors from all parts of the world. Asa matter 
of fact, apples are the only product of the soil which Nova Scotia has thus far sold 
continuously in large quantities in the export markets. While there are numerous 
local problems to be solved, it seems entirely safe to state that orcharding in Nova 
Scotia should be able to continue in competition with orcharding in any other part 
of the world. © 


The most important single factor entering into the possibility of a prosperous 
agriculture is soil fertility. A small percentage of farms situated in close proximity 
to consuming centres may be farmed profitably, even if lacking in soil fertility, 
‘because of the opportunity to obtain higher than average prices for the products 
of the farm. But, when it is not possible to obtain better than average world 
prices, soil fertility is the major physical factor which enters into the possibility of 
a successful agriculture. Soil fertility, in turn, is based upon the actual plant food 
contained in the soil, the physical texture and drainage of the soil, and upon the 
methods of cultivation adopted. All of these factors are so important that farms 
cannot be classified on a basis of any one of them. But, the statement made by 
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Hopkins in ‘‘Soil Fertility and Permanent Agriculture’, (p. 150), may be adopted 
as a pretty sound guide. He writes, ‘‘In general there is very distinct correlation 
between the composition of..........soil types and their natural productiveness.”’ 


Numerous chemical analyses of Nova Scotia soils have been made by the 
Provincial Chemist at the Agricultural College and by the Dominion Chemist at 
Ottawa. Similar analyses of soils are available from many countries of the world. 
The methods of analyses adopted are not uniform and one must be familiar with 
these methods before making comparisons between the chemical analyses of soils 
in various countries of the world. 


The important soil elements which enter into the growth of plants are nitrogen, 
phosphoric acid, potash, and calcium. The reported analyses give, in all cases, 
the total amount of nitrogen, but different methods of determination have been 
used for the other elements. With this explanation, the figures upon which the 
following estimate of the fertility of Nova Scotia soils is based are taken from analy- 
ses which report the acid soluble percentages of phosphoric acid, potash, and cal- 
cium. To serve as a standard of comparison, the following table is presented con- 
taining the percentages of plant food which, according to an English agricultural 
chemist, Warrington, and an American agricultural chemist, Snyder, represent 
the percentages in good arable soils: 


Soils Acid soluble 
N. P.O, K,O Cao 
Good, arable, Warrington (Eng.) 15 es 20 30 
& Vai Smydetinsy) 20 bab bslSions 330. (AISESO 


There will be found in successive reports of the Department of Agriculture, 
dating from the year 1912, numerous analyses of soils from all counties of the pro- 
vince of Nova Scotia, the figures of which are comparable with those given in the 
above table. In some of the later reports will be found a statement of the percent- 
ages of available elements. However, only a limited number of analyses have been 
made and, hence, these figures are not included in the following statements: 


Selected Analyses—Nova Scotia Soils 


Soil Acid soluble 
: Nin «ROR ios KeOnsmea 
Average, 5 soils, Stewiacke and Musquodoboit 
(1913). 18 18 8 shy 
s, 10 upland and intervale soils (1913) Zo 16 34 a} 
‘ 16 marsh soils (1918). . 18 a5; aes neD 
‘ Grain plots, Nappan Station ‘(Shutt, 
(1930). . 147 ALG 204 218 


4 cultivated 1 plots (College, ’ Truro, 
1914).. brett 3, ; «92 ri4 193 J215 
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Productive upland, Mabou, (Harlow’s letter, 
1934)... 


19 
iy upland, New. Germany (Harlow's s 
letter, 1934)... .28 
4 upland, Antigonish (Harlow's s let- 
ter, 1934).. Www 84 
(Some low fertility soils) 
Soil 


McNutt farm, Truro (1919). e: 


Pasture land, East Mountain, ‘long ‘cropped 
(Harlow letter 1934).. 

Pasture land Musquodoboit, Jong ‘cropped 
(Harlow letter 1934). . 

Bailey’s Brook, long cropped (Harlow | letter 
1934).. 


Masstown pasture, long cropped (1926). 


712 
.08 


122 
“19 
aly) 


Acid soluble 


P.O, 
16 
119 

wh 
12 


18 
12 


K,O 


(Comparative Analyses from other Provinces—by Shutt) 


Soil 
P. E. I. Average 25 soils, manured (Shutt, 
1928) - ao 


P. E. I. Maximum soil, manured (Shutt, 1928) . 

P. E. J. Maximum soil, not manured fcr ah 
1928)... 

Manitoba, av. 7.8 soils (Shutt, 1923)... 

Saskatchewan, av. 11 soils (Shutt, 1923). . 

Alberta, av. 9 soils (Shutt, 1923).. ; 

Ontario, av. 8. soils (Harcourt’s letter, Jan. 
1934). 

Nova Scotia average “good. upland dade inter- 


vale soils (Estimate Harlow, Prov. Chem- 


ISt GL ABO, 1Q 


N. 


2 


0; 


15 


Acid soluble 
K,O 


.25 


.25 


Prof. Harlow, Chemist at the Nova Scotia Agricultural College, has 
analysed several hundred samples of Nova Scotia soils. 
about two-thirds of the farm soils of Nova Scotia are of from average to good 
fertility. About one-third are below average fertility. 


In his judgment, 


Comparing the figures in the foregoing table, it will be observed that, leaving 
out the Nova Scotia soils which are classified as of low fertility, the good soils aver- 
age somewhat higher in fertility than those of Prince Edward Island, especially in 


62 


phosphoric acid and potash. They are, on the whole, somewhat above the average 
for the world. At the same time, they are distinctly lower than the soils of the 
Western Prairie Provinces which are among the richest in the world. To offset 
this disadvantage, Nova Scotia farmers are favored by much more precipitation 
than the Western farmers and as a result can depend upon crop production year 
in and year out without marked seasonal failures as confront Western farmers. 


Mineral Resources 


Occurrences of minerals in Nova Scotia are mentioned below in alphabetical 
order: 


ARSENOPYRITE. This mineral is of common occurrence in Nova Scotia, 
being found as a constituent of the ore in practically all the gold mining districts of 
the Province. 


BARYTES. A deposit of Barytes exists near Lake Ainslie in Cape Breton 
Island. Veins are as much as 14 feet wide and are in a red felsitic rock. Barytes 
also occurs at Cheticamp, Inverness County, and in Colchester and Hants Counties. 


COMMERCIAL CLAYS. Surface clays in commercial quantities are found 
near Bridgetown, Annapolis County; Pugwash, Cumberland County; New Glas- 
gow, Pictou County; Lantz Siding and Avonport in Hants County; and Mira, Cape 
Breton County. Shales suitable for face brick, fire brick and’ terra cotta are 
associated with the coal beds of Pictou County. <A large bed of Kaolinized rock 
exists near Middleton, Annapolis County. Clays of the Musquodoboit Valley and 
of Shubenacadie are of value for stoneware, stove linings and fire brick. 


COAL. The Sydney or Cape Breton Field is the chief producer, the output 
usually amounting to 70 percent of the total for Eastern Canada. The Inverness 
Field comprises a series of separated narrow areas extending for a distance of 60 
miles along the west coast of Cape Breton Island, and reaching inland for a few 
miles. The western continuation of the field is submarine. The Pictou Field is 
situated in the centre of Pictou County, about 9 miles from the shore of Northum- 
berland Strait. This area is about 12 feet by 3 miles, and for the most part is 
bounded by large block faults. There are about 13 seams over 34 feet thick; the 
Main or Foord seam approaches 40 feet in thickness. In this field there are numer- 
ous beds of oil shale which have received attention. Some of these beds contain 
upwards of 80 gallons of oil per ton of shale. The Cumberland Field really con- 
sists of two fields, Joggins and Springhill. The Joggins field is a narrow area, 22 
miles long, containing innumerable small seams of coal, 4 or 5 of which are workable. 
Dips range from 19 to 50 degrees. The Springhill field is an irregular area showing 
an aggregate of 49 feet of workable coal. The seams dip steeply to the west, where 
coal formations become concealed under overlying rocks. 
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In Nova Scotia, where systematic mining has been carried on for over a cen- 
tury, the coal industry is on a permanent basis. Towns have been built up, new 
industries and manufacturing plants have been established and railways have 
been built in connection with the mines, thus bringing a vast amount of capital into 
the country and providing employment for thousands of men. The mines are 
fitted out in a modern and substantial manner with steel head-frames and tipples, 
concrete shaft bottoms and steel supported entries, and electricity is used to a great 
extent. Machinery and equipment is installed in big units for the economic hand- 
ling of large outputs, and operations are carried on with an efficiency that rivals the 
best practice in any country. Most of the seams show at the surface and are opened 
up by inclined tunnels or slopes, some of which are more than 2 miles long. 


The area to be mined is divided into sections by ‘‘levels’’ and ‘“‘deeps’’, and the 
coal is extracted by the room and pillar method. In the submarine workings, until 
a rock of over 700 feet is attained, the extraction of only 40 to 50 percent of the coal 
is possible. The deeper seams are reached by vertical shafts and developed in a 
similar manner. The long wall method of mining with mechanical conveyors is 
being used to an increasing extent for the thinner seams and deepest workings. 
Horses and electric locomotives are used for haulage on the levels. Rope haulage 
is employed in the slopes. Surface treatment of the coal consists of screening, 
picking and loading, with some washing of slack coal used for the manufacture of 
metallurgical coke. A considerable amount of coal is banked during the winter 
when the St. Lawrence markets are not available on account of the river freezing. 
These banks are shipped in the spring. ‘ 


The coal reserves for the different fields in Nova Scotia as estimated by the 
Geological Survey of Canada in 1915, are given in the following table: 


Coal Fields 3 Long Tons 
HOvdner: vs ylainim A0seee Bar 4a ee 5,091, 868,000 
ieee ae a ee 0 e ee . 242,800,000 
iCtOul ee hee cane Oye cu 1g, ere eee 840,440,000. 
Cumbérland. Phe Bo es ae ees 932,000,000 #7 
GEKA’ Occtimtiikes BOI | fins, Gindsnad, etestss 569 000 

*/Total . Ul se ..7,189;968,000 


COPPER. . Copper has. been, recovered from complex sulphide ore at itis 
Stirling Mine in Cape Breton Island. There is also a copper Gepoat at Coxheath, 
Cape, Breton County... ; 


“DIATOMITE. Diatomite occurs in Pictou, Colchester ara Cumberland 
Counties, near Bear River and on Digby Neck in Digby County, and elsewhere in 
the province.. A-few,of :these deposits. contain comparatively large depths of 
diatomaceous mud,.which contain only 4 to’8 per cent.of impurities.after calcination: 
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GOLD. The gold fields of Nova Scotia occupy that half of the mainland of 
the province lying along the Atlantic coast and extending the full length of the 
peninsula from Canso to Yarmouth. The extreme length of the area is about 275 
miles and the width varies from 10 miles at the eastern end to 40 miles measured 
along a line from Tangier to Stewiacke, and 75 miles at the western end measured 
along a line from Digby to Lockeport. In allit occupies about 10,000 square miles 
or nearly half the entire area of the province. Of the total area covered by the 
gold fields, about 4,000 square miles is underlain by granite and the remainder or 
6,000 square miles by the true gold bearing series. _Nova Scotia possesses a large 
number of gold lodes in quartzites and slates of pre-Cambrian age. In places these 
yield rich ore. 


The industry has been carried on irregularly since 1862 and has made a total 
production of little short of $20,000,000. The largest annual recovery, $622,080, 
was made in 1898. Several of the gold mines have been recently re-opened. There 
is renewed interest in gold mining and further activity is expected. Old mills have 
been repaired, shafts de-watered, development work extended, and today some of 
these mills are producing gold successfully. On other properties new mills are 
being erected and will shortly be in production. 


GRANITE. Grey granite suitable for monumental and ornamental purposes 
is found in quantities at Nictaux, Annapolis County, Shelburne and Doctor’s Cove, 
Shelburne County, Queensport, Guysboro County, and in Cape Breton. A large 
area of granite is also found near Halifax, which furnishes a good building stone. 


GYPSUM. The chief producing centre is at Windsor. The gypsum area 
here covers 147 square miles and contains innumerable exposures of gypsum in 
cliffs up to 150 feet in height. It is from this district that the United States Gyp- 
sum Company, the largest producers of gypsum products in the world, obtain 
their high-grade material. Important deposits of gypsum also exist at Antigonish 
and on Cape Breton Island. In all there are approximately 52 distinct gypsiferous 
areas covering 627 square miles. 


IRON ORES. Magnetite, Hematite, Bog iron and carbonate ores occur to a 
limited extent in Colchester, Annapolis and Pictou Counties. Nova Scotian iron 
ores have been superseded by Newfoundland ores, which can be more cheaply 
mined and which are now the basis of the iron and steel industry at Sydney, Cape 
Breton. 


ZINC AND LEAD. A deposit of zinc and lead ore known as the Stirling 
Mine, on the south coast of Cape Breton Island, has been partially developed. 
It is a replacement deposit in volcanic rocks. The ore is of favourable grade and 
gives promise of quantity. Deposits of galena also occur at Glenbervie and Smith- 
field, Colchester County. 


OCHRE. There are several deposits of ochre in Nova Scotia, including those 
at Ardoise, Hants County, and Beach Hill, Kings County, 2 miles south of Kent- 
ville. 
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SALT. At Malagash, Nova Scotia, salt deposits have been developed within 
recent years. The beds here are for the most part pure salt and a large proportion 
can be used directly as mined without further treatment. The Malagash salt beds 
contain approximately 60 million tons of pure salt, and it is estimated that there 
is an additional 300 million tons of lower grade material that can be utilized in 
making pure salt. Potash zones have been penetrated at two points thirty feet 
apart in this deposit, varying in thickness from a few inches to five feet. The 
potash content, however, is variable. 


SILICA. Beds of quartzite suitable for silica brick manufacture are found, 
especially in Cape Breton Island. Those along Leitches Creek are being worked 
hy the Dominion Iron and Steel Company, and one occurrence near Whycocomagh 
has received some attention. Silica sand suitable for moulding purposes is shipped 
from River Denys, Inverness County. 


SLATE. In Nova Scotia the slate division of the Cambrian formation occu- 
pies an extensive area. An area 18 miles square south of Kentville and Wolfville 
contains massive beds of this slate. Other areas occur at Gore, Hants County, and 
at Beaverbank Station. 


LIMESTONE of high quality is quarried at Pt. Edward, Cape Breton County, 
for the open hearthsatSydney. Itis also quarried at Pugwash, Cumberland County 
Iron Rock, Pictou County, and Windsor, Hants County, for agricultural purposes. 


DOLOMITE at George’s River, Cape Breton County, is quarried and shipped 
to the Sydney Steel Plant. 


Forest Resources 


The forest is one of the main sources of living for the people in the country dis- 
tricts in the Province of Nova Scotia. It gives employment to a large number of 
men in the woods during the winter when work is more or less slack on the farm and 
in the fisheries. The logging is chiefly done in the winter months; the sawing, in 
portable mills, is done in the early summer. 


Topographically Nova Scotia is well formed for the carrying on of intensive 
forest operations. * It is long and narrow and well provided with roads. Every 
part of the province can be reached by railroads or motor trucks. Through the 
whole country the forests are interspersed with small settlements, where the popu- 
lation subsist through farming or fishing in the summer and lumbering in the winter. 
Trained labor for the woods can be found everywhere. These scattered settlements 
afford an added advantage in the prevention of forest fires. 


The Forest 


The composition of the forests in Nova Scotia varies mainly according to dif- 
ferences of soil, climatic conditions being negligible. The forest is of a mixed type 
—conifers and deciduous trees grading off to pure stands of conifers in mixture or 
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pure stands of mixed hardwoods. Pure stands of a single species are rare and never 
of large extent, with the exception of the fir forests of Cape Breton which are the 
result of climatic and soil conditions. 


The most important tree species in the forests of the province are softwood- 
Spruce, Balsam Fir, Red and White Pine and Hemlock. The merchantable hard- 
wood species are Yellow and White Birch, Maple, Red Oak, White Ash and Poplar. 


Area and Volume 


Nova Scotia is essentially a forest country. Seventy-one percent of the total 
area, or 9,779,000 acres, is covered with forests. Of the total forest area, 3,541,000 
acres or 36.2 percent is softwood; 1,240,000 acres or 12.7 percent is hardwood; 
1,459,000 acres or 14.9 percent is cut-over; 1,406,000 acres or 14.4 percent is secontl 
growth, and the remaining 2,132,000 acres or 21.8 percent is barren, either natural 
or caused by fire. The softwood area contains approximately 14,993,280,000 
board feet, the hardwood 3,551,232,240 board feet, the cut-over 1,130,880,000 board 
feet of softwood and 470,455,200 board feet of hardwood. The second growth area 
contains approximately 1,083,000,000 board feet of softwood and 428,430,240 board 
feet of hardwood. This makes a total of 17,207,160,000 board feet of softwood and 
4,.450,117,680 board feet of hardwood or a grand total of 21,657,277, 680 board feet 


of wood. This measurement is standing timber and is Feet Board Measure. In the 
following table the amounts are for the different tree species and their uses: 
SAW MATERIAL PULPWOOD, FUELWOOD, ETC. 
10 inches and over D. B. H. 4-9 inches D. B. H. TOTAL ANON EINE, 
(Diameter Breast High) 
Equivalent Equivalent Equivalent Equivalent 
Million in Standing in Standing in Standing in Standing 
Feet Timber 1000 Timber Timber Timber 
Softwood B.M. 1000 cu. ft. cords 1000 cu. ft. 1000 cu. ft. 1000 cu. ft. - 
Witter Pines yer 457 100,060 885 45,000 145,000 661,200 
Red Rime evactean yar te 205 45,000 154 18,L00 63,060 287,280 
Jack#Rines a: ie. baer 26 8,000 8,000 18,680 
Sprucects 2 sane eee 2714 595,110 6705 784,454 1,379,564 6,290,812 
Balsam ven aieaeitts ss 789 172,928 15641 1,830,008 2,002,936 9,183,888 
Hemlocles)... taaee ce 684 150,000 256 80,000 180,000 820,800 
aN Gtrall ee tetera ok 4849 1,068,088 23167 2,710,462 8,773,500 17,207,160 
Hardwood 
VellowsBirchtps asm s 898 195,744 2182 207,317 403,061 1,837,958 
IW bite B inch rayatresee 223 48,936 1260 119,669 168,605 768,839 
Ma'pletsenirvacne cer 446 97,872 1429 135,785 233,607 1,065,248 
ANG Weep 5 oor ee et croe 22 4,894 82 7,822 12,716 57,985 
Oalkainur gees as core os: 45 9,787 462 43,879 58,666 244,717 
ASDEIMNA ithe teen 112 24,468 840 79,780 104,248 475,371 
Total nenare scat 1741 881,701 6255 594,202 975,908 4,450,118 
GRAND TOTAL.... 6590 1,444,739 29422 2,804,664 4,749,408 21,657,278 
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Nova Scotia is the only province in the Dominion where the distribution of Age 
Classes in the forests is nearly perfect. The other provinces are, to a great extent, 
covered with either large over-mature stands which are yearly depreciating, due to - 
age, or with large fire barrens which, due to less favorable climate and soil condi- 
tions, are reforesting very slowly. 


Crown Land 


Owing to its maritime position, the relative accessibility of all parts of the 
province and the consequent availability of timber products for sea-borne traffic to 
foreign markets, the demand for timber cutting privileges was early in evidence and 
the great bulk of the forest area was alienated in fee simple. At the time of these 
early demands the significance of the forest in successful permanent development 
of the province was not fully realized; nor had the principle that the province should 
retain reasonable control of forest areas been appreciated in any degree. Coinci- 
dental with the demand for timber, strong efforts were put forth to settle the prov- 
ince and, unfortunately, scant consideration was given to the suitability for agri- 
cultural purposes of the land so settled upon. In 1900 the policy was changed to 
one of leasing lands for the removal of timber under leases running for twenty years 
subject to renewal. The Crown has retained the ownership of 2,321,747 acres of 
land. Of this amount, 1,435,855 acres are as yet unalienated and 885,892 acres 
have been disposed of under the leases. 


Consumption 


Lumbering in Nova Scotia is carried out by a large number of small ‘Portable 
Mills’ which saw from 20,000 to several million feet yearly. These mills are owned 
for the most part by small companies or operators and a large amount of the lumber 
is sawn on “‘custom sawing.’ During the past few years the production of forest 
products has decreased greatly for various reasons. The following table is an esti- 
mate of what the production would be in an average year: 


FOBeM. 
eee tees. ee tyes chicos. Fic. S nad ern GSR eee ee ee oe ee 00000; 000 
Rep wes (ex MOLE ye id «<x 4% soa ee ee eae: eee ee LO-O0U, UC 
ilo Godda localtm los) sit fecct« 2.0. aare ReaD Ona eat atern,000, 000 
Ni Ew AM ess . «4 ange okey eee ghee ame oles Same aan 000,000 
eA ee AICS EAN CSe x. bs cpu] omar oe gees ae a 000,000 
Polecsan daleiimoier seins Pac ti een bo eee ae reece a 6,000,000 
Pemearandi@rates be tecet ica: . 2 1) nit bene ee oe ee eee tae 0.000.000 
Belt wou ul 16cpee ec 8 oe ons ty Pe gn de Sd ke ic eek ee hate 000) 000) 
PIE CMOOCA TICS RIG selves. dc ico ee wk Oe ee ee eee ee 000,000 
A Cle FWA Gee me citenhe. or. ee ieee s es atl sre loses Meee eee ees 000,000 
Deli e ee ae hd tests t tee 4:3 et ah te ee eee eet teers: 8.000.000 
Shinglesiee ate Bay dle nd tok bounded Aemtd eererepskiedes e21000,000 
Wikeeellancons iemuvsctuer: hy scl'vashs. eames ee RO eee cet 9 20000.000 


Ot aMe Air tack 8 css dial ok ke nn ets eae, OOO OO0 
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The following table shows the relationship between the production and vol- 
ume of Standing Timber: 


Consumption of Wood according to size and species 


Softwood 3 Bd. Ft. 
Annual consumption of wood above 10’ into Lumber, Soft- 
wood: ies: Shingles: 72:1 /Ao ss) 27 cl aan eee nena .....205,200,000 


Annual consumption of wood below 10” into Pulpwood, Mining 
Timber, Barrels and Boxes, Poles and Piling, Laths......209,760,000 


Hardwood 

Annual consumption of wood above 10” into Lumber, Ties, 
Wocdenwarer., cr iam ters p eet a ee eee ee 20,520,000 

Annual consumption of wood below 10/ Mainlvdertuels 2 ee) 228,000,000 


In addition to the consumption of wood for forest industries and fuel, the 
forests are yearly destroyed through forest fires and insect attacks. Of late years 
an area of approximately 16,000 acres per year has been burned over. These fires 
destroy in the vicinity of 4,560,000 board feet of softwood and about the same 
amount of hardwood. 


The yearly destruction of the forest by insect epidemics is very hard to esti- 
mate. The province has experienced two bad attacks from the Spruce Budworm 
in the last twenty-five years. The Beech, which was one of our most common and 
best hardwood trees, has been particularly hard hit by an attack of the Beech Bark 
Louse and practically all the merchantable trees of this species have been killed. 


Thus the total yearly consumption of wood in the province may be approxi- 
mately expressed by the following figures: 


mOltwood).i 7:5 a.coNas Gl a | tea ayeeetas 456 QOOMMOOL DEER eee 
Hardwood: :.°..524 28s \sagcmich bayer ee eae nye. eer One U OR OOUN Gein ae 


Duration of Supply 


The duration of the wood supply in a country is determined by dividing the 
available wood by the annual depletion. It is estimated that, rate of growth not 
taken into consideration, there is sufficient softwood of suitable diameter for lumb- 
er to last for twenty years, a sufficient supply of pulpwood, mining timber, etc., 


to last for fifty years and a supposed supply of hardwood for twenty years. 


69 


The big factor in the future supply of timber is the cut-over and second growth 
stands which will take the place of our forests of today. These areas at the present 
time are either not merchantable at all or only contain a very small number of 
merchantable trees but they will be ready to be logged by the time the present day 
stands have been cut over. Another factor to be noted is the areas which have 
been burned and which are considered as “‘barren.’’ A considerable area of the 
land of this type is beginning to be reforested and will grow into timber and con- 
sequently will be another source of supply in the future. 


In Nova Scotia the climate is very favorable to the rapid germination of tree 
seeds and the growth of trees themselves. Lands which have been cut over almost 
immediately start to seed themselves (from surrounding seed trees) and produce 
seedlings which grow into merchantable timber as the rate of growth is quite good. 
Although it is not as fast as considered by most people still it is slightly better than 
the average in the other provinces. 


Under good management, careful cutting and proper forestry methods and the 
suppression of forest fires it has been estimated that the forests of Nova Scotia can 
furnish sufficient softwood to maintain a lumber industry of 200,000,000 feet board 
measure per year to perpetuity and is equipped with 800 saw mills to hand this 
amount of lumber and finished wood products; also sufficient softwood to warrant 
the export of box wood, cooperage, pulpwood, mining timber, poles, and piling, 
laths, etc., to the extent of about 150,000,000 board feet per year and also sufficient 
hardwood resources to maintain a lumber and wood working industry of 100,000,000 
feet board measure per year to perpetuity. 


Fisheries 


Geographically Nova Scotia occupies a remarkably strategic position with re- 
gard to the deep sea fisheries of the North Atlantic—the most extensive and pro- 
lific fishing grounds in the world. The smaller fishing banks, or sea plateaus, such 
as Roseway, LaHave, Sambro, and Browns, are within a few hours sail of the fishing 
ports of Lockeport and Liverpool. The larger banks, Georges, Sable, Middle and 
Banquero, are nearly all within a radius of 150 miles from Nova Scotia. The 
famous Grand Banks frequented by the Lunenburg fishing fleet, are 465 miles from 
Canso and 607 miles from Lunenburg. The advantage of Nova Scotia’s location 
over American fishing ports may be seen in the fact that Banquero is 555 miles from 
Boston, and the Grand Banks 928 miles. 


The fisheries of Nova Scotia are of three distinct types, particularly insofar as 
operating methods are concerned: 
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Type 1—Deep Sea Fishery 


This fishery has two natural divisions, the first being operated on the Grand 
Banks for the salt fish trade, and the othcr on the nearby banks largely for the 
fresh fish trade. 


The Grand Banks fishery requires vessels of sufficient size and equipment to 
remain on the grounds for periods ranging from six weeks to three months. In 
length they average 140 feet, with draft of 12 feet and tonnage 100. Eight dories, 
or small boats are carried for trawl fishing and about 18 for hand-lining. Fishing 
operations are carried on in waters from 20 to 80 fathoms deep. The crew number 
about twenty. 


The second division of the deep sea fisheries is really an extension of the off- 
shore fisheries, as the vessels operate on the nearby banks and grounds within one 
or two days sail from port, the trips lasting from two days to one week. As these 
vessels operate primarily for the fresh fish trade, the trips must necessarily be brief, 
as it is quite essential that the catches be landed as quickly as possible. The off- 
shore vessels, which have a tonnage of from 40 to 106, are usually equipped with 
gasoline or crude oil engine auxiliary power. 


Fresh fishing, by means of these vessels, is carried on chiefly from Yarmouth, 
Lockeport, Shelburne, Liverpool, Lunenburg, Halifax, Canso, and North Sydney, 
at all of which places excellent facilities exist for shipping fish to the markets or for 
processing into fresh and smoked fillets, finnan haddies, etc., the markets for which 
are steadily enlarging. 


Cod, haddock, hake and halibut are the varieties of fish sought after by the 
deep sea fishermen, and trawl fishing is the usual method of operation. Each trawl 
fisherman carries seven or eight dories, or small flat bottom boats, accommodating 
two fishermen to each boat. 


On arrival at the fishing grounds the vessel is anchored, the trawl lines, some 
of which are a mile in length, have baited hooks fastened about every four feet along 
the lines, which are carefully coiled in the dories. The dories are provided with 
fog horns and suitable supplies of provisions in the event heavy fogs or snow squalls 
cause the boats to drift out of sight or sound of the vessel. At frequent intervals 
the lines are overhauled, the captured fish removed from the hooks and taken to the 
vessel where they are cared for and salted inthehold. This procedure continues 
from day to day as long as the supplies of salt and bait last, or until a full catch is 
made, when the vessel returns to port. The fish are removed from the vessel and 
placed in charge of the ‘‘fish makers’’—men expert in the drying of fish for market. 


Some of the vessels of the Nova Scotia fleet still use the hand-line method. 
In hand line fishing, single dories are used—one man to a dory. Also, unlike the 
trawl line method, the hand liners do not use baited hooks, except on occasional 


(a) 


periods when jigging conditions are not favourable. At such times clam bait is 
used unless squid can be secured on the grounds. The baitless hook lines catch the 
fish by “‘jiggin’’—or quick working of the line. While the hand liners have the very 
decided advantage over the trawl liners, in that they do not require supplies of bait 
or ice, the work is much more laborious and constant. 


Lunenburg is the centre of the salt fish trade, being the home of the finest fleet 
of deep sea sailing vessels in existence. This fleet operates on the Grand Banks, 
making three regular trips each season, Spring, early Summer and late Summer. 
The late Summer trip is the longest, the fleet being away from home from two to 
three months. 


The striking characteristic of the Lunenburg fishery is that the ownership of 
the vessels, and also the actual fishing operations is largely co-operative, as many of 
the fishing captains and crews are part owners. This co-operative ownership and 
operation has made Lunenburg unique as a fishing centre. The men are directly 
interested in their own property and in the success of the fishery, with the result 
that the vessel property is well cared for, and the business conducted with energy. 
Only 38 steam trawlers are now being operated in the fisheries of Nova Scotia. 


Type 2—Inshore Fishery 


Not only is Nova Scotia strategically located with respect to the great deep sea 
fishing grounds, but the configuration of the coast with its numerous bays and other 
sheltered inlets form a favourite breeding and feeding ground for many varieties of 
fish. The inshore fishery is carried on chiefly by smaller vessels, and open motor 
boats. These boats go out to the grounds early in the morning, returning to port 
the same day. The catch includes cod, haddock, pollock, etc., as well as herring 
and mackerel, which during the seasons, are found in large schools in the coastal 
waters. The usual hand-line, or trawl-line method is used in the taking of cod and 
haddock. For the quick capture of herring and mackerel, the use of gill-nets, 
seines and trap-nets is necessary, as the schools of these smaller fish move constantly 
along the coast. 


Gill-nets are of twine, knitted so as to provide mesh openings of a size suitable to 
enmesh the fish by the gills, seines are of smaller construction, but unlike gill-nets, 
which are “‘set,’’ or anchored. The seine net is run around a body of fish and then 
“pursed,’’ or brought together at both ends, and the fish dipped into the boats, or 
unloaded direct from the seines. Trap-nets are fixed nets in the formation of a 
trap, having an opening from which a long gill-net is run so as to lead the swimming 
fish into the trap. The opening is then eet and the fish either “‘pursed”’ or dipp- 
ed from the trap. 


The inshore fisheries also include salmon, swordfish, tuna and many other 
varieties, also shell fish such as clams, scallops and lobsters, the latter being first in 
importance in the more prosperous fishing districts. The average yearly catch of 
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lobsters is more than 20,000,000 pounds, the largest in the world. The commercial 
tuna fishery is well established in St. Margaret’s Bay. As many as 600 of these 
large fish have been taken in one season. The fish average about 350 pounds, but 
specimens are frequently taken that weigh more than 1000 pounds. 


Type 3—Inland Fisheries 


Nova Scotia with its innumerable rivers, streams and lakes is most important 
from a fish breeding point of view. During the breeding seasons the rivers and 
streams swarm with alewives, smelt, salmon and trout. The Fisheries Depart- 
ment carries on in Nova Scotia extensive operations for the propagation and dis- 
tribution of Atlantic salmon, Speckled, Rainbow and Brown trout. The hatcher- 
ies are situated at Margaree, Bedford, Middleton, Antigonish and Yarmouth, and 
the distribution therefrom of salmon and trout totalled more than 14 million last 
year. 


Under Control cf Deminion Government 


The fisheries of Nova Scotia are under control of the Dominjon Government. 
Supervision on land and sea coast is maintained to safeguard the fisheries from ille- 
galities. During the fishing season the Fisheries Intelligence Service provides for 
daily reports by wireless of the daily weather probabilities, conditions affecting 
the fisheries, and supplies of bait. Daily broadcasts are made from Halifax, Louis- 
bourg and Saint John. 


Capital Equipment 

The total capital investment of the fisheries of Nova Scotia in 1982 was 
$9,236,204 apportioned as follows- $6,189,792, value of the vessels, boats, nets, 
piers, wharves, etc.; $8,096,412, amount invested in fish canning and curing branch 
of the industry. 


Capital equipment in 1932 was as follows: 


In Primary Operations No. Value 
Steantrawilers oir ade eee 6 $ 225,000 
Steam, vesselsiand. tuges 444. sehen 1 2,000 
Sailing and gasoline vessels... ...... 302 1,011,880 
Saikancdsrow,bodtsa. ee wae eed 4,796 102,013 
Gasoline boats i2t4:44:4 OR ee ee 5,014 TAG 2907 
Carrying smacks and scows........ 150 197,500 
(SiNeNetsttnc! Hale: aap heen eee ee 41,233 446,096 
Salmondribtinetostc cy. . saa nne 1A ee 14,170 
Sulmonwitan mets cats, 6 base eee oe 311 19,452 
Wap Nets cother sie -406s.4 en tates 511 224,060 


SHICMAnetSs eahen. teh ee) ae eee 4,481 40,780 
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WVCLY Ss Aids. ul «alg ula k Mes Me ee 99 21,980 
SIE FS ae eae ae ermB axe 92, 254 29,270 
Sites oL ceariwiith Al Coa AMEE Which U2) 
ARTLACHGN Mt te: A ch Eee a AO ha 2 23,041 152-0 OL 
PAIK, LITYOSe Rte o «oc vo 22 581. 25,418 
Ovsa avd ig its ae ae Se ee cc 100 100 
le abt BGi 42) 8s to s,n does Bras aoeaae 449 1,062 
ODS terelTADS ke: aivew ent. verge SEE 980,984 1,205,954 
Rotstersnounds).:«.)-4Wss Poise B15) 20,575 
MON G(OTAPAK OS S005 sie skola rceeames 329 950 
SealOD C(EACG eos ase eee 295 6,122 
Fishing piers and wharves.......... 1,058 480,455 
Freezers and ice-houses...........- 226 60,800 
Small fish and smoke houses........ 3,09) 269,796 

otalavyaliermss tath se neaen % 6,114,792 

Markets 


The depression prevailing during the past few years has of course adversely 
affected the markets for Nova Scotia fish. At the present time the markets 
for the fish of Nova Scotia might be outlined in a general way, as follows: 


Canned Lobsters: England and France 
Fresh Lobsters: Boston, Gloucester and New York 


Dry Cod: West Indies 
Fresh Cod: Central Canada 


Fresh Haddock: Central Canada 
Smoked Haddock or Fillets: Central Canada 


Herring and Mackerel: West Indies 


Fresh Clams: Boston 
Canned Clams: United Kingdom, Bermuda, Trinidad 


Salmon: Central Canada, United States 
Scallops: Boston 
Eels: United States and Germany 


Employment 

About 20,000 persons are now engaged in the fishing, processing and canning 
of the catches. In addition a number are employed in the allied industries of 
ship and boat building, barrel making, etc., and a substantial volume of business 1s 
conducted in the furnishing of supplies and equipment. The whole coast is dotted 
with fishing villages and towns, many of which depend wholly upon the fisheries 
for their existence. With the growth in population throughout Canada and the 
expansion of foreign markets, there is every certainty that the fisheries of Nova 
Scotia would afford remunerative opportunities for a greatly increased fishing 


population. . 
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CHAPTER VI. 


PRIMARY PRODUCTION IN NOVA SCOTIA DURING THE PERIOD OF 
THE NATIONAL POLICY, 1881-1931 


It may be contended that the decline of manufacturing in Nova Scotia under 
the National Policy has been accompanied by a compensating expansion of primary 
production in this province, in order to serve the needs of the rapidly growing in- 
dustrial areas of Central Canada. The official Canada Year Book, 1938, contains 
the following paragraph at page 603: 


“Inter-provincial trade in what is now Canada, had its beginning many 
years before Confederation in the exchange of the furs and lumber products of 
Upper and Lower Canada for the fisheries and mineral products of the Mari- 
times. Indeed it was thought at the time of Confederation that the coal fields 
of Nova Scotia would furnish sufficient fuel for the needs of all the eastern part 
of the Dominion. Later, manufacturers of Ontario and Quebec found markets 
from one end of the Dominion to the other in exchange for the farm, mineral 
and other products required by large urban communities, and produced prin- 
cipally in western and northern regions. Thus, the principle of comparative 
advantage is seen operating in the increased trade between the economic regions 
of the Dominion, a trade which is principally carried across the railways of the 
country, but also on its waterways.” 


As suggested in this paragraph, it is commonly assumed that industrial expansion 
in Central Canada has created larger markets for agricultural products and raw 
materials from Nova Scotia. In other words, it is taken for granted that trade has 
developed between Nova Scotia and the Central Provinces on the basis of an ex- 
change of agricultural and other primary products from Nova Scotia, for manu- 
factured products from Ontario and Quebec. It will be seen that such an assump- 
tion is not warranted by the facts. 


AGRICULTURAL PRODUCTION IN NOVA SCOTIA DURING THE PERIOD 
OF THE NATIONAL POLICY. 1881-1931 


In any statistical study of agricultural production in Nova Scotia in the period 
1881-1931, attention must first be given to the production of field crops. Certainly, 
if the growing industrial market of Central Canada was absorbing an increasing 
quantity of agricultural products from Nova Scotia, one would expect to find this 
movement reflected in larger production figures of field crops through succeeding 
decades. The following table gives the production of field crops in Nova Scotia, 
as shown by census returns 1881-1931: 
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Production of Field Crops in Nova Scotia 


(000’s omitted) In bushels unless otherwise stated. 


1881 1891 1901 1911 1921 1931 
Waedten ira... 529 bu, 166 bu. 6248 bus» 224 bude meaiba: 50 bu. 
ais Aonietemac. i 1,873 1,560 2,342 2,974 2,732 2,906 
LEEIESSS 08 i en 74) 228 180 142 152 Jap) 
io 4a 48 24 16 5 5 Bay) 
Peas & Beans.... .. 37 Ad 18 14 13 Hef 
Buckwheat.......: 340 184 196 206 90 88 
Citric: eas eee 14 17 9 3 2 Se 
Potstoese: ).. on.) L018 5,114 4,270 3,001 4,390 3,243 
iPrtipeseate. st... 1,007 1,349 a i 3,114 2979 4,484 
@ther Roots.).2:: -). 326 re A 2,058 1S 8 Au ¥ 
Rlayeeeeee 26 fee) 24.598) Tons? 632 647 124 611 664 
Mixed Grains.... .. ee a 91 78 64 130 
eButOLlOLaGe sys. ki. ae ey 5 Tons 2 Spey 
Other foragecrops...... OG ae 5 3 0 
Grainscutiorhay..  .... nee ik 2: bina IGePons <e: 


The next index of agricultural production is that of live stock. The following 
table gives the live stock population of farms in Nova Scotia, as shown by the 
census returns 1881-1931: 


: 1881 1891 1901 1911 1921 1931 
forces) sc... 40,044 52,210 55,174 Fol420 54,439 44,579 
ocraailicce ts. LIGI238 TD S8U8 ee ee ee ee ee, eee 
Wer eroxen tite on 88,275)! 28 A24 i od As Ie Aa ore? ela) kee ee ~~ 
Male cawsi. 2 o0Hok. sa... 187,689 141,684..127,945.4 29,2749 UsT19,57337, ¢168,000 
Other horned cattle........ 154,689 154,664 173,757 158,218 146,630 118,000 
Geena esl Wass. ce qtdis SUT SOL 881,492) 2785490220 Ora iL ee 195,000 
SRE eesti ein os. 041,200. 48,048. 42 01a sGer980 47 ,A57 43,668 
Pola GPa bse tsicih op 9 aoe s) F9S1O4 TIS, 1459004 Zo 1,196,484 1,267,000 


The outstanding specialized agricultural industry in Nova Scotia is that of 
apple growing. The following table gives a survey of apple production in Nova 
Scotia by decades, from 1880-1930: 


Apple Production in Nova Scotia 
1880 1890 1900 1910 1920 1930 1931 
Bbls.......... 302,840 350,581 659,578 555,659 1,414,655 1,172,448 1,427,492 


Further evidence of the condition of the agricultural industry in Nova Scotia is 
afforded by the statistics of the number of males engaged in agriculture in Nova 


Scotia 1881-1931: 
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Males Engaged in Agriculture, 1881-1931 
No. 1881 1891 1901 HOT 1921 1931 
No. 59,090 59,331 52,836 A7,167 AT,771 42,607 


Still further light is thrown on the agricultural industry in Nova Scotia by the 
statistics of area of occupied farms. The following table gives the area of occupied 
farms in Nova Scotia by decades, from 1901-1931: 


Area of occupied farms, 1901-1931 
Acres 5,080,901 5,260,455 4,723,550 4,302,031 


It is not intended, at this point, to give particular interpretations of these vari- 
ous statistical tables covering the agricultural industry in Nova Scotia. Such in- 
terpretations can best be given by departmental heads and others actually connected 
with this industry who will appear before the Commission. Taken as a whole, how- 
ever, the statistical evidence of agricultural production in Nova Scotia during the 
period under review, leads to the conclusion that this important branch of economic 
activity has not flourished under the auspices of the National Policy. On the con- 
trary, with the notable exception of the apple growing industry, which sends above 
80% of its crop to export markets, the statistical evidence points to a very definite 
decline in most branches of agricultural production. 


In the category of field crops there are a few items which show an increase of pro- 
duction during the fifty years covered by the survey. These few examples of in- 
creased production, however, are more than counter-balanced by the very substan- 
tial reductions which are evident in the more important items covered by the-sur- 
vey. The statistics of live stock population confirm the conclusion drawn from the 
study of production of field crops. Here, too, it is noticeable that the stock of 
Nova Scotia farms has undergone a marked diminution in the period covered by 
the survey. This is especially noticeable in respect of m‘lch cows, other horned 
cattle, and sheep. The only item in the classification of live stock which shows a 
significant increase is that of poultry. The survey of apple production shows an 
almost continuous increasing production by decades from 1880-1930. As already 
noted, however, the apple crop in Nova Scotia has never found a market in the in- 
dustrial areas of Ontario and Quebec. It may be regarded almost exclusively as an 
export crop. 


The evidence of decline in the agricultural production of Nova Scotia receives 
further corroboration in the table giving comparative figures of males engaged in 
agriculture, 1881-1931. The final confirmation of the decline of the agricultural 
industry in Nova Scotia is afforded by the figures giving the area of occupied farms 
for the successive decades, 1901-1931. 


Ge 


It is abundantly clear from this statistical summary of agricultural production 
in Nova Scotia, 1881-1931, that the farmers of this province have not received a 
market in the industrial section of Central Canada during the period when the 
National Policy was accelerating the concentration of manufacturing in the prov- 
inces of Ontario and Quebec. In fact, when we consider that agricultural produc- 
tion in this province has not only failed to expand, but has actually undergone a 
marked contraction in the period under review, we are compelled to conclude that 
the migration of manufacturing industries from Nova Scotia to Central Canada has 
resulted in an absolute loss of local markets for agricultural products, which were 
formerly served by farmers of this province. In other words, the decline of manu- 
facturing in Nova Scotia has been paralleled by a decline in agricultural production. 
There is no reason to believe that this parallelism isa coincidence. There are strong 
grounds for the conclusion that the decline in agricultural production has been a 
direct result of the contraction of the industrial market for agricultural products in 
Nova Scotia, through the decline of manufacturing activity in this province as 
described in a previous section of this submission. 


MINING PRODUCTION OF NOVA SCOTIA DURING THE PERIOD OF 
THE NATIONAL POLICY, 1881-1931 


Because of the geographical position of Nova Scotia on the Atlantic seaboard, 
this province was among the first in Canada to have its mining resources explored. 
In mining, and especially in the production of bituminous coal Nova Scotia has had a 
widespread reputation, for over two hundred years, while its gypsum deposits, 
which are among the most extensive in Canada, are only in the primary stages of 
development. A protective tariff, designed to promote the coal mining industry 
in Nova Scotia, was adopted in 1877, when a duty was placed on American soft coal 
entering Canada. This made it profitable for the Nova Scotia mine operators to 
compete with United States producers in the markets along the St. Lawrence 
River. With the advent of the steel industry, using the iron ore from the neighbor- 
ing colony of Newfoundland, the consumption of coal was further increased. The 
National Policy of 1879 had definitely in view the encouragement and expansion of 
the coal industry in Nova Scotia, through the continuance of the duty upon bit- 
uminous coal imported from the United States. The following table gives the 
production and value of coal produced in Nova Scotia by decades, from 1880-1930: 


Output of Coal from Nova Scotia Mines, 1880-1930 


Output in Tons Value 
1880 1,177,669 $ 1,840,108 
1890 2,181,083 3,407,864 
1900 3,623,536 8,088,250 
1910 6,431,142 12,919,705 
1920 6,437,156 32,314,523 


1930 6,252,552 24,528,860 
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Gypsum is another important mineral product of Nova Scotia. The following 
tables give the production of gypsum in Nova Scotia by decades, from1880-193 1: 


Trend of Production of Gypsum, 1880-1931 


Quantity in Tons. 


1880 128,588 
189€ 146,003 
1900 122,281 
1910 322,974 
1920 174,520 
1931 863,134 


It will be seen from the above table, giving the statistics of coal production in 
Nova Scotia, that from 1880 to 1910 there was a striking increase in the output of 
Nova Scotia collieries. This i increase, however, has not been maintained in the 
succeeding decades; in fact there was.a small decrease in coal production as between 
the years 1910 and 19380. Attention will be directed at a later point in this submis- 
sion to the additional assistance which has been rendered by the Dominion Govern- 
ment to the coal industry of Nova Scotia. It will suffice to point out at present ~ 
that a very considerable portion of the increased output of the coal mines of Nova 
Scotia in the period under review may fairly be credited to the operation of the 
National Policy. 


The table giving the statistics of ygpsum production in Nova Scotia by de- 
cades from 1880 to 1931, indicate a fairly steady. increase in the production of 
gypsum during this period. It must be noted, however, that the bulk of gypsum 
mined in Nova Scotia is marketed in the United States. The increase in gypsum 
production cannot, therefore, be attributed to the operation of the National Policy. 


THE LUMBER INDUSTRY OF NOVA SCOTIA DURING THE PERIOD OF 
THE NATIONAL POLICY, 1881-1931 


The lumber industry is another of the basic industries of Nova Scotia. The 
following table indicates the trend of production in this industry during the period 
under review: 


Output of Lumber, Nova Scotia, 1881-1931. 


Year Value 

1881 $3,094,173 
1891 4,083,980 
1901 2,940,107 
1911 T,9271,873 
1921 4,339,961 


1931 2,460,753 
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It will be observed from this table that there has been little expansion in this 
industry in the period of this survey, so far as its progress may be measured by the - 
value of its annual product. The lumber industry in Nova Scotia has always been 
an export industry, its principal markets being the United States, Great Britain, 
and the West Indies. 


PRODUCTION OF THE FISHING INDUSTRY DURING THE PERIOD OF 
THE NATIONAL POLICY, 1880-1930 


The sea fisheries of Nova Scotia are justly regarded as one of the most important 
of its resources. The following table gives the statistics of production and capital 
investment in this industry, by decades from 1880 to 1930: 


Fishing Industry—Production & Capital Investment 


Production Capital Investment 
$ $ 
1880 6,291,061 2,225,493 
1890 6,636,444 3,243,310 
1900 7,809,152 3,278,623 
1910 10,119,243 5,334,083 
1920 12,742,659 13,347,270 
1930 10,411,202 11,244,740 


Although the Dominion Government has rendered invaluable assistance to the 
fishing industry of Nova Scotia through its Department of Fisheries, the expansion 
of this industry during the period under review cannot be attributed to the operation 
of the National Policy. Like the lumber industry, the fishing industry of Nova 
Scotia depends very largely upon export markets for-the sale of its product. It is 
only within comparatively recent years that a market for fresh fish has been de- 
veloped in the industrial centres of Ontario and Quebec. Reference to this develop- 
ment will be made at a later point in this submission. 


CONCLUSIONS DRAWN FROM STATISTICS OF TREND OF PRIMARY 
PRODUCTION IN NOVA SCOTIA DURING THE PERIOD OF THE 
NATIONAL POLICY, 1881-1931 


It is apparent from this summary of statistical evidence of primary production 
in Nova Scotia.during the period 1881-1931, that the coal industry is the only 
primary industry which may be said to have received a stimulus from the National 
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Policy. The agricultural industry in Nova Scotia has failed to find a market in the 
industrial area of Central Canada, which would compensate it for the decline in its 
local industrial market, resulting from the failure, or migration, of manufacturing 
establishments in Nova Scotia. In the production of lumber there have been 
marked variations from decade to decade, and without any evidence of steady and 
continuous expansion. ‘This industry, as already noted, is dependent upon export 
markets for the bulk of its product. The production of the fisheries of Nova Scotia 
affords evidence of fairly steady expansion by decades to 1930. This industry is 
also largely dependent upon export markets and cannot be said to have received 
any stimulus from the National Policy. 


This statistical survey of production in Nova Scotia during the period of the 
National Policy is presented merely as evidence of the fact that during this period 
the decline of manufacturing in Nova Scotia has not been counter-balanced by an 
expansion in agriculture and other primary industries, with the single exception of 
coal production. To obtain the real reasons for the failure of primary industries 
developed during this period is one of the tasks of this Commission. It will be 
necessary to go behind the bare figures of production and to enquire into the econ- 
omic conditions affecting each of these branches of primary production. Evidence 
bearing upon problems of these industries will be submitted by those whose prac- 
tical experience in them entitles them to speak with authority upon their special 
problems. The mere correlation of the National Policy and the failure or stagnation 
of primary industries is not sufficient to establish a causal connection. At a later 
point in this submission, however, evidence and argument will be submitted on the 
effect of the protective tariff in retarding the progress of primary production in 
Nova Scotia. 
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CHAPTER VII. 


OTHER ASPECTS OF THE DECLINE IN INDUSTRY AND TRADE IN 
NOVA SCOTIA 


A continued decline of industry and trade over a long period of years must 
have its inevitable effect upon the morale and outlook of a community. Charges 
that the people of Nova Scotia are lacking in enterprise have been made on frequent 
occasions, but there has been too little disposition to look behind the alleged fact to 
its basic cause. It has been assumed generally that the lack of economic progress 
in Nova Scotia has been the result of the failure of enterprise in the province. This 
is a superficial view of the true situation. It would at least be closer to the truth 
to say that the lack of enterprise is the accumulated result of along period of gradual 
but persistent economic debilitation. : 


A condition of economic decline is almost certain to be reflected in the statistics 
of population. The comparative population figures for the provinces of Canada as 
revealed by the decennial census since 1871, indicate the failure of Nova Scotia to 
maintain a satisfactory pace of growth and the more significant fact of an absolute 
loss of population in the decade 1921-1931. 


Population of Canada, by provinces and territories, 1871-1931: 


Provinces 1871 1881 1891 1901 Lom 1921 1931 
Canada mira t..b facile 3,689,257 4,824,810 4,833,239 5,871,815 7,206,648 8,787,949 10,376,786 
Pat misland ass 00 tfeh 94,021 108,891 109,078 108,259 93,728 88,615 88,038 
Nova Scotia.......... 887,800 440,572 450,896 459,574 492.388 523,887 512,846 
New Brunswick....... 285,594 821,233 821,268 831,120 851,889 887,876 408,219 
Oueheesn jatthitSusces 1,191,516 1,859,027 1,488,585 1,648,898 2,005,776 2,360,665 2,874,255 
Ontario............-- 1,620,851 1,926,922 2,114,821 2,182,947 2,527,292 2,983,662 8,481,683 
Manitobau.acoe tec 25,228 62,260 152,506 255,211 461,894 610,118 700,189 
SAdicatenew ane my  eemIMren ETA RIEL Sys oe wee) ws bus eale SUAS) 492,482 757,510 921,785 
IMO SF et melo pha Ghdib ela © een RES BET AIA Cn oO © 73,022 374,295 588,454 781,605 
Br. Columbia...... ss 86,247 49,459 98,178 178,657 392,480 524,582 694,263 
NETUSOML 5 olke.pro © bill CORO CEM CRS nO Cea ear ec 27,219 8,512 4,157 4,230 
Northwest Ter........ 48,000 56,446 98,967 20,129 6,507 7,988 9,728 


IRs CAANEAAY Se 5 Em otiode® te bRnopr ia Udon aitte PEG OOOO rE SSOCRCoge GoumE rae ASBUGE 0, seers avers 
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Per cent distribution of the population, 1871-1931. 


Provinces 1871 | 1881 | 1891 { 1901 | 1911 | 1921 | 1931 
Canada..................../100.00/100. 00/100. 00/100. 00/100. 00/100. 00 100.00 
Alberta... cea ow Heelan e ba] oo 2 tee GL 1 Ole its ar emer ames 
British Columbia... ........./| 0.98) 1.14/92 03) 3738) 55 45) 507 6.69 
Manitobay: ng. an a oer 8), (O68). 1A eee 7G eC ey 6.75 
New Brunswick angi. 5 lal CeO ORG Gn GL eet ec at T 3.93 
Nova. Scotian © 0.65.50). G62 eal LO; OL) 102199 eo 2meonsG le Gaesian, 0G 4.94 
Ontario... 2... aes5s+ voen ae ot] 40, 9444 56482 TAA) O45 ie oo. os 33.08 
P. Eo Island at ee eo ee tag 1.30) (1.01 e102 85 
Quebec. sy gee ort dah ee oe Ole rol 4 2 SOROS ON ORE Ss ROneed Zileut 
Saskatchewatiya: fan. {ne) a) Aeo|| eer elegant Oe TO GE Seen 8.88 
Yulon: 23 yespp ate: eee te ae lee we eee OL 0.12 0.05] 0.04 
Northwest Terntonies...2..-;| 1280) 130k 2.05 s:0-871) 0001-0 09 0.09 

Increase per cent of population by provinces. 1871 to 1931 

Per cent Increase by Decades 
Per 
ae <a See = 5 cent 
Popul. | 1871 | 1881-11891 4219017 (1914109 beltncresce 
Provinces in to to to to to to in 60 
1871 IS8L E891 1901) 19F 19218 19387: years. 
Canada............| 3,689,257)°17. 23] 11.76] 11.13] 34.17]. 21.94] 18.08 181.27 
AIDE CA. sy seal as wae wl om no ele line eT Oey ley (eo noes a 
British Columbia. ... 36,247| 36.45) 98.49] 81.98/119. 68] 33.66] 32. 35 LSi5.36 
NManitopa we ecole. 2 25,228/146.79|144.95| 67.34! 80.79] 32.23] 14.75 2,675.25 
New Brunswick... .. 285,594) 12.48) 0.09} 8.07] 6.27) 10.28] 5.24] '.42.94 
Nova'scotianey en.” 387,800) 18.60) 2.23) 2.04; 7.35) 6.40--2.10/ 32.94 
Ontario.............| 1,620,851) 18.88] 9.73] 3.25] 15.77] 16.08] 16.98 1 72 
PeBelisland: en 8 94,021) 15.82) 0.18'—5.34| .31/-5. 461-0. 68 _ —6.36 
Quebec... .%.. 02.) 1191 516) 14°06)" 9 53)"100771' 1 96a 17 Golnoie76 14123 
Saskatchewan -( ). Olas «sel ecg lee: ol Mere O Oe S)aho 5CSlund EEG a tee See 
Yukon i .4 2.0551 .7/eeke scone | Semel salgi sl Saag OSS TBR 5 SL Gl uets Gann oh 
Northwest Ter...... 48,000! 17.60} 75.33/-79. 66|-67.67| 22.76] 21.72] —79.74 
EE EEE OTE OS DOO ELON 44. 10) 211) 19 TE 


The analysis of population by age-groups affords even more striking evidence 
of the migration from Nova Scotia of an abnormal proportion of its native-born 
population between the ages of 25 and 45, comprising the age-groups from which 
one would expect under normal conditions the highest degree of enterprise and pro- 
ductivity. The table which follows sets out the distribution of the male population 
of Nova Scotia by age-groups, showing the distribution of the male population of 
the same age-groups in Canada as a whole, and for the provinces of Quebec and 
Ontario. 


83 
DISTRIBUTION OF MALE POPULATION BY AGE GROUPS 
Distribution of Male Population by Age Groups. 


Percentages of total 
male population. 


CANADA Total male population, 5,014,541 
Males 20-24 years 468,722 8.62% 
25229 409,976 7.62% 
30-384“ 368,135 6.85% 
35-39 8“ 359,081 6.68% 
40-44 ‘ 347,763 6.47% 
NOVA SCOTIA Total male population, 263,104 
Males 20-24 years Zeroue 8.67% 
DZ? Fes dy 000 6.491% 
30-34. ** 15,132 Oo loly, 
porouee 15,633 5.941% 
40-44)" 14,218 5.408% 
Q UEBEC Total male population, 1,447,124 
Males 20-24 years 130,733 9.033% 
20-29 5 118,185 FSlTY, 
30-34“ 98,202 6.094% 
30200 oe 89,145 6.160% 
40-44, * 78,682 5.487% 
ONTA RIO Total male population, 1,748 844 
Males 20-24 years 147,669 8.448% 
ASSIA ae 135,898 CUTE, 
30-384 “ 128,750 7.362% 
35-39 8“ 125,702 Me ASTY, 
40-44" TT Ise 6.746% 


It will be seen from the table given above that the percentage distribution of 
age-groups from 25 to 44 years in Nova Scotia is in every case well below the aver- ° 
age of these groups for Canada as a whole. There is an even more striking dis- 
parity between the distribution of these age-groups in Nova Scotia and in the prov- 
inces of Ontario and Quebec. There can be no doubt that the census figures of 1931 
simply confirm a trend which has been in evidence for many years. Either through 
the greater allurements of urban life in the United States and in the central prov- 
inces, or through lack of diversified and remunerative employment in Nova Scotia, 
the most active element of its population has been drawn away from the province 
to contribute to the up-building of foreign countries and other sections of the Do- 
minion. A movement of this character has a cumulative effect upon the morale of a 
community. It creates in itself an attractive power beyond the province which 
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draws each succeeding generation of younger Nova Scotians to seek success beyond 
its boundaries. It creates as well, a sentiment of restlessness and dissatisfaction 
among those of the lower age-groups who remain in the province. It 
leads to an assumption that a large proportion of each generation in Nova Scotia 
must seek its livelihood beyond the province. It is not too much to say that the 
persistence of this movement over a period of years has in itself contributed largely 
to the failure of Nova Scotia to realize the promise of its resources, even under the 
disabilities which have handicapped its economic progress. 


There can be no doubt that the decline of manufacturing activity, particularly 
in the last three decades, has aggravated this movement. The loss to Nova Scotia 
from the removal of its manufacturing industries has involved not only a substantial 
monetary loss to industries and wage-earners but has resulted also in a gradual ex- 
odus of skilled machinists, woodworkers, blacksmiths, and artisans of proved ability, 
many of whom had received their technical training in institutions maintained at the 
expense of the province. It has led to a severe depreciation of property in many 
industrial communities and a loss of tax revenue, followed by rising tax rates im- 
posed on the inhabitants of these communities who still remain. It has gradually 
undermined confidence in local industries and has made it exceedingly difficult to 
secure the investment of capital by Nova Scotians in new enterprises. At the same 
time foreign capital uninfluenced by considerations of sentiment, has been diverted 
from a province whose manufacturing industries appear to be unable to maintain 
themselves against internal competition. 


The decline of manufacturing, as already noted, has also had its effect upon the 
agricultural population of the province. The close-down or removal of factories 
in various towns throughout the province has brought about, a contraction of the 
the market for agricultural commodities within the province. During the same 
period there has been no compensating enlargement of the market for Nova Scoita 
agricultural products in the growing industrial areas of central Canada. The result 
has been that the farming areas in the immediate vicinity of the declining industrial 
communities have themselves been involved in the process of economic retrogres- 
sion. Sons and daughters of farmers expecting to find employment in the indus- 
trial centres within the province have been compelled to go farther afield in the 
search for a livelihood. 


At the request of the Government of Nova Scotia the Dominion Bureau of 
Statistics has brought up to date its statistical study ‘‘The Maritime Provinces 
Since Confederation.’ which was prepared originally for the information of the 
Royal Commission on Maritime Claims in 1926. The revised publication is sub- 
mitted herewith for the information of this Commission. It contains in the second 
chapter a detailed study of the trend of population in the Maritime Provinces 1861- 
1931. This analysis throws much light on the causes of the failure of the Maritime 
Provinces to maintain a satisfactory rate of growth. There is room for differences 
of opinion as to the conclusions to be drawn from the evidence presented in this 
statistical study but the following paragraphs on the effects of emigration upon the 
Maritime Provinces are of particular interest:— . 
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“The emigrants are mostly drawn from the most desirable classes of the 
population, the majority being native-born of British races. Most of the 
emigrants leave the Maritimes between the ages of 15 and 30, after having 
been educated at the expense of the provinces, and when they are young, 
vigorous, ambitious and enterprising. By their departure the Maritime Pro- 
vinces lose not only the most efficient type of labour power but also enterpris- 
ing ability on which further development depends. 


“The effect of emigration in removing the younger and more vigorous 
elements of the population is to decrease crude birth and marriage rates and 
to increase crude death rates, thus checking natural increase.”’ 


Additional evidence of the failure of Nova Scotia to maintain a satisfactory 


rate of economic progress is afforded by the comparative figures of production and 
money earnings in Nova Scotia and other provinces of the Dominion. 


Per Capita Net Production (1) 


Canada and the Provinces. 


1928 1930 
AM ACen OR ATA ee eee eats $397 $309 
Pe aT iy eer ck ain a tee 262 188 
INGE SGCOLLAIY  MA ee 281 223 
IVeV EES TURIS WICK 6. Fe tan oe ee 209 192 
UE Se or el Rt a oS oP 340 310 
OR ATiO ste ee ert eae 458 402 
hy RA TUSE We G0 ap OMe 2) An) 0 A nn BO0 203 
Sacertenewanes co... fo ee eee 448 145 
MeticrLanirei. .  Ri ns bc ee 466 202 
Piitish Coltimbptats <. 6) =. ee 462 387 


It should be noted that in 1930 the per capita net production for the Dominion 


of Canada as a‘whole was abnormally low because of the crop failure in Saskatche- 
wan and the sharp fall in the world price of wheat. 


It should be’ noted also that the per capita figures of net production for the 


western provinces in 1930 reflect the sharp fall in the world price of wheat and in 
Saskatchewan especially the severe crop failure of that year. 


(1) 


“Gross” and ‘‘Net’’ Production—Gross pioduction shows the total value of all the individual com- 
modities produced under a particular heading. Net production represents an attempt to eliminate 
the value of materials consumed in the productive process. For purposes of ordinary economic dis- 
cussion, the net figures should be used in preference to the gross, because ofthe large amount of duplica- 
tion which the latter includes, on account of the necessity of making the individual items self-contained. 
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Average Yearly Earnings and Average Number of Weeks 
of Employment during the Census Year, 1931. 


Canada and the Provinces. 


Provinces. Average Yearly Average Number 
Earnings of Weeks of 
Employment (1) 


All Ages Males Females Males Females 
Canadas. anaes arene ee aa SPA 560 41.12 46 .59 
Nova Scotianae eee eet 763 430 40.35 47 .80 
New Brunswicks.,.) 90.0000” 754 436 40.96 4718 
P: E: Island== ee eee 677 sol 7 46 84 49.18 
Quebet:; 2. ee eee ee 926 480 41.87 46 .75 
Ontario... ee ee 1,006 638 41.69 46.66 
Manitoba 30s aa 927 559 40.25 45.70 
Saskatchewan. = nee 761 SAG) 41.55 46 .26 
Albertasss. id eee 888 597 40.57 46 .30 
British Columbia... =e ee ee 896 625 37 .69 45 .59 


Comparison between Average Yearly Earnings 
of Age-Groups for Canada and the Province of Nova Scotia (2) 


Age-Groups Canada Nova Scotia 
Males Females Males Females 
Digvearcrancsuncdeenins e. eee 270 251 259 188 
LOS ho ears Jkt pete an ede 405 376 378 284 
AU SS Zin ke’ Miata Re Ray se clas 613 5384 586 410 
Zo Oee Cee hana A ee 899 698 760 559 
BOs oF one oe ae een an 15170 759 963 601 
AD 304 utBowliane-aade ine deeteen nae 1,208 698 981 551 
Dowe O4I G2 Ve tin eS Ourk ee ecu vee aay LC72 570 883 391 
Cie sa a en ee > 899 a7? 763 336 
(0 Weats and.evetn Saanttes ee feskl 340 594 247 


(1) Average based on wage-earners with earnings stated. 


(2) Dominion Bureau of Statistics, Seventh Census of Canada, 1931, Bulletin No. XXXIII. 
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It may be contended that the various symptoms of economic decline in Nova 
Scotia are but surface indications of a poverty of physical and human resources, 
and that the people of the province must reconcile themselves to a continuance of 
a lower standard of living. In accordance with this general point of view, it may 
also be urged that the absolute loss of population is only another indication of the 
poverty of the province in resources, and that the decline should be accepted as an 
indication that Nova Scotia cannot sustain a large population without lowering 
still further the average standard of living throughout the province. 


The answer to this contention must be that natural resources in themselves do 
not determine whether a standard of living shall be high or low or whether a popula- 
tion shall be large or small. What really determines these results is the utilization 
and development of natural resources. If the economy of Nova Scotia had been 
under the control of its own people, and had been developed under a regime of 
complete freedom of trade, the symptoms referred to above would constitute a 
prima facie proof that the resources of the province could not sustain a larger 
population at a higher standard of living. But the economy of Nova Scotia has 
not been under the control of the people of the province for the last sixty-five years, 
and it has not been permitted to develop within a regime of freedom of trade. 
The effective control over the development of the resources of Nova Scotia, was 
largely transferred to Ottawa under the terms of the British North America Act. 
We contend therefore that the acknowledged facts of economic decline in the pro- 
vince cannot be taken by themselves as conclusive proof of the necessity of that 
economic decline. Through the control exercised by the Dominion Parliament 
over trade and transportation, the full development of the resources of the province 
has been confined by the terms of policies instituted by the Dominion Parliament 
on alleged grounds of national interest. 


This point is important to establish, from the standpoint of the province, for 
it is sometimes alleged that the Dominion is entitled to disclaim all responsibility 
for the decline of one or a group of provinces within the federation on the ground 
that such decline is merely evidence of lack of natural resources in the backward 
provinces for which Providence, and not the Dominion, must be held responsible 
If Providence had been allowed to have its way in relation to trade and transpor- 
tation, Nova Scotia doubtless would have little cause to lay a complaint against the 
Dominion, but the fact is that the bounty of nature merely placed our resources 
in the soil and the sea; the policies inaugurated by the Dominion Parliament have 
determined in a large measure, the development, manufacture and exchange of 
these resources. The standard of living in Nova Scotia, or any other province, is 
not therefore a matter exclusively of provincial responsibility and concern. It is 
also the concern of the Dominion Government and Parliament to the extent that 
it can be demonstrated that the utilization of our resources and their exchange 
for other commodities have been prejudiced by Dominion legislation. 
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CHAPTER VIII. 
THE PROVINCIAL INCIDENCE OF THE CANADIAN TARIFF 


The tariff duty isa taxandasubsidy. Itisa subsidy in the same sense in which 
a bounty isasubsidy. The only material differenceis thata bounty isa fixed sum, 
whereas a tariff subsidy is an. uncertain sum. In the case of the bounty, 
moreover, the amount of the subsidy is collected by the Government, from the 
taxpayers, and is then paid over directly to a subsidized industry, whereasin the 
case of the tariff subsidy the Government merely fixes the rate of duty, and the 
subsidy itself is paid by the consumers of the commodity which is protected. 


The truth of this statement is very evident in some industries. The automo- 
bile industry will serve as anexample. This industry is located entirely in the Prov- 
ince of Ontario and receives tariff protection of rates varying from 20% to 40%, 
under the general tariff. Presumably it would not exist without tariff protection. 
It is subsidized to the extent of its protection. Who pays the subsidy? Clearly 
it is paid by the consumers of automobiles in Canada. In Nova Scotia in 1930 re- 
tail sales of motor vehicle dealers amounted to the sum of $13,098,900. At the most 
conservative estimate the purchasers of automobiles jn this one year paid in the 
neighborhood of $2,183,150 in additional price due to the tariff. In other words, 
had it not been for the tariff, the automobiles could have been purchased for at 
least $2,183,150 less than the sum actually paid. In the case of some other pro- 
tected commodities, the price effects are more obscure, but this does not alter the 
fact that on final analysis, the effect of the tariff is to permit certain industries to 
collect subsidies from the consumers, in order to allow them to conduct their oper- 
ations. This view has had a recent authoritative confirmation in the Report of the 
Special Commission on the Australian Tariff in 1927, which declared that ‘‘The as- 
sistance given to Tariff-protected industries is in fact a bounty, but it is paid by 
consumers and much of its cost falls ultimately on the export industries.”’ 


It is important to observe that tariff protection in Canada confers special bene- 
fits upon the central provinces of Ontario and Quebec. It is not denied that these 
provinces possess certain distinct advantages, both in manufacturing and distri- 
bution in relation to the Canadian market. Nor is it suggested that the tariff sub- 
sidies are given with any primary intent to confer bénehts upon these particular 
provinces as such. At the same time it has to be acknowledged that in their geo- 
graphical incidence subsidies given to industry in the form of tariff _-protection are 
distributed unequally among the various provinces of the Dominion. * 


THE DISTRIBUTION OF TARIFF SUBSIDIES AND TARIFF COSTS 


It is submitted therefore, that the tariff is a form of subsidy, which, while given 
directly to industries, is in part a contribution to the development of the provinces 
whose industries benefit thereunder. If this subsidy were paid directly out of the 
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Dominion Treasury in the form of bounties to particular industries, in particular 
provinces, it would be comparatively easy to determine how such bounties should be 
distributed in an equitable manner among the several provinces, having regard to 
the resources and needs of their populations. A tariff subsidy, however, is not paid 
out of revenues. It frequently has the effect of contracting revenues. It is paid 
by those who consume the commodities manufactured by the protected industry, so 
that the real burden of paying the subsidy may fall upon sections or provinces 
which do not share either directly or indirectly in the industrial development it is 
designed to promote. If, for example, the Canadian federation consisted of three 
adjoining provinces and tariff duties were so imposed as to promote a development 
of manufacturing in the central province, and no development of manufacturing 
occurred in the others, is it to be doubted that these other provinces would contri- 
bute a disproportionate share of the tariff subsidy through the added cost of the 
manufactured products which they were compelled to buy from the central province? 
It is true that the citizens of the central province would contribute a share of the 
subsidy in their purchase of products manufactured in the province, but at the same 
time, they would be participating in the subsidy paid to their own industries, either 
through an enlarged market for agricultural and other primary products afforded 
by the industrial development stimulated by the subsidy or through wages and 
salaries paid out by the subsidized industries. In the case of the other provinces, 
however, the consumers-of manufactured products would be paying out their _pro- 
portion of the subsidy, without receiving back any of the direct benefits arising 
from the industrial development promoted by it, unless it can be demonstrated that 
they participate substantially in the enlarged industrial market for raw materials, 
agricultural commodities and other primary products. 


The position in Canada, while not so simple as this illustration, is analogous to it 
in respect of the disproportionate burden borne by the various provinces for the 
support of manufacturing industries. Manufacturing stimulated_by_the protective 
tariff is distributed to some extent among the several provinces, but there has been a 
disproportionate development in the central provinces of Ontario and Quebec. 
These provinces have received an excessive share of the tariff subsidy, and having 
relatively few export industries, have borne less than their reasonable share of the 
cost of the subsidy. Nova-Scotia, at the Atlantic extremity of the Dominion, has 
been subsidized by the tariff in respect of certain industries, but on balance, she is 
contributing largely to the payment of the subsidy to the manufacturers of Central 
Canada, while at the same time her export industries, which form a large propor- 
tion of her total production, have had to bear a heavy share of the cost of the tariff 
subsidy paid to the Central Provinces. 


Admittedly, there is great difficulty in calculating the distribution of the tariff 
subsidy in Canada, and in estimating the proportionate cost of this subsidy which 
is borne by the several provinces. The Canadian tariff system, despite its baptis- 
mal title of ‘‘The National-Policy’”’, has been developed without any clear relation 
to its effects upon the economy of the provinces as such. Murmurs of protest 
have been heard occasionally from some of the provinces which felt that certain 
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tariff changes were prejudicial to their interests, but there has been no general move- 
ment among the dissentient provinces strong enough to bring about a general in- 
quiry. It is not inappropriate that such a movement should be initiated at this 
time by Nova Scotia, the largest and senior member, so to speak, of the maritime 
group of provinces on the Atlantic seaboard. Other provinces, conceivably, may 
have an even stronger case against the tariff situation as constituted at present, but 
historically Nova Scotia was the first to express misgivings as to the results of the 
protective policy upon the maritime section of the Dominion, and an experience of 
more than half a century under the National Policy has afforded convincing proof 
that these early misgivings were not ill-founded. 


It must be recognized that some of the effects of the tariff policy of the Dominion 
on Nova Scotia are concrete and visible, while others are intangible and obscure. 
The visible effects are at least partially susceptible of measurement in monetary 
terms. The intangible effects, while no less important for the student or states- 
man, are not of a character which can be expressed or measured in definite terms. 
They relate to the morale of a community, its social vitality, those intellectual and 
spiritual qualities which are the one sure foundation of economic progress. In the 
analysis which follows, an attempt will be made to deal with the concrete evidence 
of the unequal incidence of the tariff upon the several provinces of the Dominion, 
and more particularly with such evidence as is capable of presentation in monetary 


terms. 


INVESTIGATION OF THE INCIDENCE OF THE TARIFF IN AUSTRALIA 


The terms of reference issued.to this Commission preclude a study of the effects 
of the tariff policy of the Dominion upon the national economy. They require 
however, an investigation of the effect of the tariff policy of the Dominion upon the 
economic interests of Nova Scotia. They also require by necessary implication 
a study of the gains received and losses suffered by the several provinces of the 
Dominion under the protective system. 


Up to the present time no attempt has been made to measure either the net 
cfiect of the protective tariff upon any one of the provinces of the Dominion of 
Canada or the relative incidence of the tariff upon the various provinces which 
comprise the federation. There have been many specific i inquiries into the protec- 
tion afforded to particular industries located either wholly or chiefly in one province, 
but the provincial incidence of the tariff has arisen only indirectly in such cases. 


Numerous inquiries have been made into the financial relations between the 
Dominicn and the Provinces. One might have expected that in the course of such 
inquiries the burden of the tariff upon particular provinces would call for a special 
investigation. Such, however, has not been the case. Although the National 
Policy of 1879 has been in operation for some 55 years, no scientific study of its 
provincial incidence has ever been attempted. 
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; Australia is the only country, under a federal constitution, which has made a 
serious attempt to study the effects of the tariff upon its component states. A 
number of inquiries have been instituted in Australia in which the effect of the 
tariff upon particular states has been investigated as an aspect of the larger problem 
of the financial relations between the states and the Commonwealth. Since it 
would appear that the position of Tasmania in relation to the Commonwealth of 
Australia resembles to a marked degree the position of Nova Scotia in relation to 
the Dominion of Canada, a special significance attaches to recent investigations of 
Tasmania’s disabilities within the Australian Commonwealth. In an inquiry 
conducted by the Joint Committee of Public Accounts of the Commonwealth 
Parliament in 1930 it was contended on behalf of Tasmania, that its interests had 
suffered particularly as a result of the Tariff Policy of the Commonwealth. “The 
high protective tariff was an almost unmixed burden to Tasmania with very little 
compensating benefit. It increased costs in the export industries by something 
like 10% and caused very little protected industry to be established in Tasmania. 
The effect was probably to add something like 400,000 pounds to the cost of pro- 
ducing overseas exports and without any addition to the prices received. There 
was therefore so much less income of a taxable kind and in addition the further 
serious loss of income from the production which was made impossible by the increase 
incosts. The position however, was complicated by the effects of interstate free trade 
which had made possible, under the common Australian tariff, certain manufactur- 
ing production for general Australian consumption, notably confectionery and 
some woollen goods. This benefit, however, was offset by the decline of older 
Tasmanian manufacturing industry in competition with production on a larger 
scale by the other states. While there was an increase of 70% in industrial bread 
winners between the years 1901 and 1921 in Australia as a whole, the increase in 
Tasmania was only 20%. Between 1921 and 1926 the increase for the Common- 
wealth amounted to a further 16.4% as against 3.6% for Tasmania. It would 
thus be seen that Tasmania which depended largely on primary production, and 
had a low taxable capacity, carried a disproportionate share of the costs involved 
in Australia’s protective policy. It was recognized, however, that the free market 
on the mainland for Tasmania’s primary products was some compensation for the 
heavy burden of the tariff. It was probable that on balance of all industries, pri- 
mary and secondary, interstate free trade was beneficial to Tasmania.” 


This summary of the case submitted on behalf of Tasmania suggests a number 
of interesting points of comparison between Tasmania and Nova Scotia in relation 
to the federation of which they form respectively a part. It is unnecessary to 
elaborate on this comparison at this point beyond pointing out that the disabilities 
suffered by Tasmania are substantially of the same character as those suffered by 
Nova Scotia within the Canadian Federation. 


In the case submitted to the Joint Committee of Public Accounts on behalf of 
South Australia in 1930, the official brief contained the following reference to the 
effects of the Australian tariff on the economic interests of South Australia: 
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(1) “The tariff imposed by the federation has taxed unsheltered export 
industries in order to establish protected industries. This has affected detrimen- 
tally the finances of South Australia and has benefited the finances of states such 
as Queensland, Victoria and New South Wales, where protected industries have 
been established. (2) The cost of developing protected and export industries 
has not been equitably distributed over the states of the Commonwealth.” 


In amplification of the above, it was stated that the excess cost of protection 
placed a burden of something like 3,700,000 pounds per annum on the people of 
South Australia. Had it not been for these excess costs, it was claimed that the 
export industries of South Australia would have had a greater output than they now 
have and would have provided for a larger population in the State. Some of the 
excess costs due to protection were, it was stated, paid to protected industries in 
South Australia, but the greater portion was paid to the sugar, manufacturing and 
butter industries of other states. 


As corroborating to some degree the representations made in behalf of Tas- 
mania and South Australia, it is of interest to find a reference to their disabilities 
under the Australian tariff in the Report of the British Economic Mission 1929, 
which was nominated by His Majesty’s Government of Great Britain at the request 
of His Majesty’s Government in the Commonwealth of Australia. The following 
extract from the Report may be quoted: ‘We may say that we have been strongly 
disposed to the view that the combined operation of the tariff and of the Arbitra- 
tion Acts has raised costs to a level which has laid an excessive and possibly even 
a dangerous load upon the unsheltered primary industries, which, having to sell 
in the world markets, cannot pass on the burden to other sections of the Australian 
community, and consequently, as between the various states, upon those, notably 
Western Australia, South Australia, and Tasmania, which are poor in manufactures 
and are principally concerned with primary production.” In a footnote to this 
paragraph, the members of the British Economic Mission make this further obser- 
vation, ‘‘We are aware that the disabilities under which these states suffer are recog- 
nized by the Commonwealth Government and that substantial subsidies are paid 
by the Commonwealth, to Tasmania and Western Australia, while the question of 
granting a similar subsidy to South Australia is under consideration. These sub- 
sidies however, can only be regarded as palliatives of a system with which there is 
something amiss.” 


These several investigations into the effect of the tariff upon the economy of 
certain states of the Australian Commonwealth have a special significance in rela- 
tion to the task confronting this commission in Nova Scotia. The mere fact that 
these investigations have taken place within the last few years affords convincing 
proof of the importance of considering the effects of tariff policy in relation both to 
the distinct economy and financial position of individual states within a federation. 
They are also of value as indicating a procedure through which it may be possible 
to measure in general terms the incidence of the tariff upon the various states or 
provinces of a federation. Reference will be made later to other inquiries of this 
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character, which have been conducted in Australia in recent years and more particu- 
larly to the economic inquiry into the Australian Tariff which was conducted in 
eee at the instance of Right Hon. Stanley Bruce, then Prime Minister of Aus- 
tralia. 


SUGGESTED TECHNIQUE FOR MEASURING THE PROVINCIAL IN- 
CIDENCE OF THE CANADIAN PROTECTIVE TARIFF 


In developing a technique or procedure through which to measure the effects 
of the Canadian tariff upon the economic interests and financial position of the prov- 
inces, it is important to recognize at the outset that a lack of complete statistical 
data will make it impossible to obtain more than a rough measurement even of the 
direct effects of the tariff. As already stated, the Terms of Reference issued to this 
Commission only permit of an investigation of the results of the tariff on the prov- 
ince of Nova Scotia, though by implication an investigation is also called for of the 
relative effects of the Canadian tariff upon this and other provinces of the Dom- 
inion. Since we are not entitled to consider the effects of the protective tariff on 
the national economy, we are forced, as it were, to take the tariff as it stands and to 
consider its incidence upon the various provinces. This will permit a conclusion 
as to the net result of the protective tariff upon the economy of Nova Scotia. It 
will also permit conclusions as to the provincial distribution of the gains and losses 
implied in a system of protection. 


_ Historically, the imposition of tariff duties has served two purposes: Sometimes 
such duties have been imposed primarily as a means of securing revenue; they have 
also been imposed, however, as a means of encouraging the development of domestic 
industries. In such cases the duties are placed at such a level as to exclude, with 
reasonable effectiveness, the importation of the protected commodities from foreign 
countries. The distinction between a tariff for revenue and a tariff for protection 
is well known. It is not always easy, however, to distinguish a revenue duty from a 
protective duty. It may be said that in most tariffs there is a combination of the 
two kinds of*duties in order to achieve the dual objectives of revenue and protection. 


In seeking to analyse the incidence of the cost of the tariff on Nova Scotia, and 
other provinces of the Dominion, it is important at the outset to determine whether 
tariff duties on imports actually paid in at customs houses are to be included among 
the costs of the tariff. Opinions may differ upon this point, but in the analysis which 
follows we have been influenced by the conclusion reached by the Committee of 
Economic Inquiry on the Australian Tariff, 1929, which was to the effect that ‘‘The 
amount paid in duty on imports of protected commodities is not to be reckoned 
crudely as a cost of protection, as it is required for Government expenses, though 
the method of taxation is open to criticism.’’ If the duties actually collected on 
imports are excluded from the analysis, it is quite evident that the monetary costs of 
protection are to be regarded as the excess prices which consumers in the various 
provinces presumably pay for domestic products because of tariff duties levied on 
imports of similar commodities. In the same manner, if we seek to estimate in 


- 
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monetary terms the advantages of the protective tariff to producers, we must cal- 
culate the amount received by producers in the respective provinces in excess prices 
presumably charged on goods for which they are afforded protection against foreign 
imports. 


In estimating the effect of the Canadian tariff on Nova Scotia, it js necessary, 
therefore, to consider this community in its producing and consuming aspects. A 
protective tariff is designed, principally, to assist producers. In the attainment of 
this object, consumers are penalized to the extent that protection given to producers 
results in higher prices for the commodities protected than would be paid otherwise 
for the same commodities if imported from abroad. In considering the net effect 
of the Canadian tariff on Nova Scotia, it is necessary to estimate— 


(1) The total loss to consumers in Nova Scotia because of the enbanced 
prices they are presumably compelled to pay for the protected commodities 
they purchase from year to year. 


(2) The total monetary gain to protected manufacturers in Nova Scotia 
through the enhanced prices they presumably receive from year to year because 
of the protective tariff. 


When these totals have been estimated, the difference between them will represent 
a rough measure in monetary terms of the direct gain received, or loss suffered by 
the community, under the protective tariff. 

It should be noted that this analysis does not assume to contrast the economic 
position of Nova Scotia, under the alternative policies of protection and free trade. 
Rather it presumes the existence of the protective system in the Dominion, and seeks 
to discover its net effect from year to year on the economy of Nova Scotia as a 
province operating within the fiscal structure of the Dominion. It will assist in 
determining whether Nova Scotia is bearing a disproportionate burden of the cost 
of the protective system to the Dominion as a whole. 


AN ESTIMATE OF THE PROVINCIAL DISTRIBUTION OF TARIFF 
SUBSIDIES AND TARIFF COSTS 


It has been indicated that in addition to its effects in increasing or decreasing 
the national income the tariff operates internally as an instrument by which the 
distribution of that income among individuals and among sections of the country 
is modified or biased. The economic effects of the tariff are often obscure and only 
lend themselves to analysis in very general terms. The internal monetary effects 
of this tariff are expressed more easily in concrete terms. In a federation the analy- 
sis of such effects is of particular significance inasmuch as the provinces are distinct 
entities and the provincial incidence of the tariff may throw light on the relative 
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taxable capacity of the several provinces as well as indicating the immediate mone- 
tary effects of the tariff on the income of individual provinces. 


The task of making this computation presents a number of difficulties which 
ought to be mentioned at the outset in order to suggest such qualifications as may be 
necessary. It must be recognized that an exact calculation of the gains and losses 
under the protective tariff is rendered impossible by the lack of statistical detail. 
Any exact measurement, for example, of the enhanced prices paid by consumers in 
any one province, as a result of the protective tariff, would require accurate and 
detailed information as to the consumption of a wide classification of manufactured 
goods in that province. It would also require accurate and detailed information 
respecting the prices at which these goods were sold to consumers in that particular 
province, as compared with the prices at which they could be imported if the protec- 
tive duties were removed. Such information, in the detail indicated, does not now 
exist either in the Bureau of Statistics or in any Department of the Dominion Goy- 
ernment. 


But the impossibility of obtaining an exact measurement of the incidence of 
the tariff upon the several provinces is no reason why an attempt should not be 
made to secure an approximate result within the range of existing statistical know- 
ledge. The conclusions reached by an analysis of this kind are of less importance 
in relation to exact monetary effects than as indicating the proportionate burden 
of the tariff upon the several provinces of the Dominion. For the latter purpose 
it is submitted that the analysis which follows will throw considerable light upon 
this aspect of the effects of the tariff upon the various provinces of the Dominion. 


Provincial Distribution of Tariff Subsidies. 


The procedure adopted to determine the provincial distribution of tariff sub- 
sidies is as follows: 


(1) The first figure to be obtained is one which represents the total gross value 
of goods manufactured in Canada in a given year (1981), which are also 
consumed in Canada. This figure is obtained by taking the gross value 
of goods manufactured in Canada in 1931, viz. $2,698,461,862 and sub- 
tracting from it the gross value of the exports of manufactured goods, 


viz. $350,166,608. The figure thus obtained is $2,348,295,254. 


(2) The total obtained from the above calculation represents the gross value 
of goods of Canadian manufacture consumed in Canada in 1931. This 
total, however, includes certain classes of manufactured goods which are 
not subject to tariff duties, viz. printing and publishing, dyeing and clean- 
ing, sawmills, bread and other baking products, central electric stations. 
The gross value of these classes of manufactured goods consumed in Can- 
ada in 1931 was $286,508,213. This amount must be deducted from the 
first total in order to obtain the gross value of protected goods manufactur- 
ed and consumed in Canada. ‘The figure thus obtained is $2,061,787,041. 
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(3) The above total represents the gross value of protected goods manufact- 


(4) 


(5) 


ured and consumed in Canada in 1931. It includes therefore the price 
increase due to the operation of the protective tariff. The best available 
measure of the price increase due to the tariff is the average ad valorem 
duty on all dutiable imports into Canada. This average as calculated 
by the Dominion Bureau of Statistics for 1981 is26%. On this basis the 
total given above, viz. $2,061,787,041 is 126% of the total gross value of 
protected goods manufactured and consumed in Canada in 1931 valued at 
competitive world prices. In order to obtain a figure which can be used 
legitimately as a base for the computation of the enhancement of prices 


due to the tariff it is necessary therefore to take ine of the total given above. 


This calculation gives a figure of $1,636,338,921 representing the grass 
value of protected goods manufactured and consumed in Canada in terms 
of competitive world prices, i. e., the prices at which similar imports 
could be purchased free of duty. 


It is necessary to determine the total amount of the tariff subsidy on the 
gross value of protected goods manufactured and consumed in Canada. 
As previously stated, since it is impossible to obtain exact information 
upon individual items with the existing statistical information, it seems 
reasonable to adopt as a measurement of the enhancement of prices due 
to the tariff a figure which represents the average ad valorem duty on all 
dutiable imports into Canada in 1931, viz. 26%. When this percentage 
is applied to the last total in the preceding section, the result will repre- 
sent the total tariff subsidies in the form of enhancement of prices of pro- 
tected goods manufactured and consumed in Canada, this enhancement 
of prices being the result of the protection afforded to Dominion manu- 
factures against foreign imports of similar commodities. The figure ob- 
tained by this calculation is $425,448 ,119. 


The next step is to determine how this last total of tariff subsidies to 
manufacturing industries in the Dominion as a whole is distributed among 
the various provinces. It would appear that the most reasonable method 
of determining the distribution of this tariff subsidy among the provinces 
would be to divide it among them on the basis of the proportionate 
amount of salaries and wages paid out in the respective provinces by the 
protected industries. This method of division, it may be noted, was 
recommended and adopted by the Special Committee of Economic In- 
quiry on the Australian Tariff in 1929. On the basis adopted, the pro- 
vincial distribution of tariff subsidies is as follows: 


97 


Percentage Estimated Tariff 
Province of Subsidies to Protected 
pat aires Manufacturers 
oO 
0 
Feat oee  Shattins. see eae So ad was ml AA 
INCERRELS) OU en Se 2228 9,487,493 
Ie Wabritiswick wet feu. Vos esas eae | 25,126,059 
COGIC 5 aaa, A), once 182,867,447 
‘CUNEATE Oh. RIA ee a aces ee 58.88 220,722,484 
INU AWO OT ie 26) i 4.68 19,910,971 
Baskar cnc walls ere RA Ls fit DAO 
TNL es ae Ske 5 a 1.938 SZ ula 
biatch, Columbia ee Yukon... ....~.,.. 5.26 Ze bo,O UL 


(6) In order to indicate more clearly the comparative position of the several 
provinces in relation to tariff subsidies, it is desirable to place these sub- 
sidies on a per capita basis. The final result will represent the provincial 
distribution of tariff subsidies on a per capita basis as follows: 


Total Tariff Tariff Subsidy 
Province Subsidy Population per capita 
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Provincial Distribution of Tariff Costs. 


The procedure adopted to determine the provincial distribution of the costs 
of the Canadian tariff is as follows: 


(1) In determining the provincial distribution of the costs of the Canadian 
tariff, the initial figure to be used is that obtained in item “2” of the 
previous computation; namely, the gross value of protected goods manu- 


-factured and consumed in Canada in 1931—$2,061,787,041. 


(2) It is necessary to determine the provincial consumption of protected 
goods manufactured and consumed in Canada. One possible basis upon 
which to measure the provincial consumption of goods is that of compara- 
tive population. This would be unreliable, however, because of — the 


(3) 


(4) 
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different habits and rates of consumption prevailing in the several pro- 
vinces. The most accurate index of the varying rates of provincial 
consumption is afforded by the statistics of retail sales in Canada and its 
provinces as published by the Dominion Bureau of Statistics. On the 
basis of these figures the rates of provincial consumption in the various 
provinces are as follows: 
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The next step in the calculation is to apply these percentages, representing 
provincial rates of consumption, to the total figure representing the 
gross value of protected goods manufactured and consumed in Canada, 
viz. $2,061,787,041. The results thus obtained indicate the consumption 
of protected goods of Canadian manufacture in the various provinces: 


Pe Eealctapels 20) eee 9018 25..' $V9 896/577 f 
INGVaEScOtia®. jos tere mes non.) %6§:492.299 
Newspnunswick?. 9 eter ah) G2 472 147 
Queieene wo: ch sae ee etee, Shen ts els «1 A90:292, 958 
Ojitanror: 2 a eee ees ees SLT 704,740 
IIE < (0: 0 es Se © tre bod et 
Saskatchewan... sone 5. PET IGAAE 69 
EN ett dm ae a ee Gee an ee eo 1 Bey 25312299 
BritioneColitmbia. .o Fee Seis le BPRS 510 


In order to obtain the figures representing the cost of the tariff in each 
province in terms of enhancement of prices due to protection the same 
procedure is followed as in items “5” and ‘4’ of the preceding computa- 
tion. When the comparative world prices are computed and the average 
ad valorem duty of 26% in 1931 is applied to the results thus obtained 
the following tabulation sets out the provincial distribution of the cost 
of the tariff in terms of enhancement of prices to consumers in the various 
provinces: 
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Province 


reales) ATIC ook ety a ght, A ce 
BSA CITT s chest ki a* = kere Oe ee 
INE Wel TUNS WICK. wcokt. ie oppose ne 
OT 3s en oe enneeneet. Wee oe 
COA ATA O et iMag cord cde as eae 
TRALEE TOES At ce 0 1. 8,5 oe ee ae 


Saskatchewan. . 


ND ertas «2. 


British Columbia...............-. 


Enhancement of Prices 
due to tariff 
$ 2,042,150 
15,784,124 
12,891,077 
101,171,562 
168,732,723 
29,185,740 
29 228 285 
27,909,396 
Brae ben vid 


(5) In order to indicate more clearly the comparative position of the several 
provinces in relation to tariff costs, it is desirable to place such costs on 


a per capita basis. 


The following table gives the computation of the 


per capita distribution of tariff costs by provinces for the year 1931: 


Province Enhancement of Prices Per capita 

due to Tariff Tariff Costs 
Baissislandic. in ievelstionim aes ¢ 2,042,140 $23 .20 
Nowa Scotia t+ core: 28 thee 15,784,124 30.78 
New? Brunswick tt amc ee e 12,891,077 olds 
MOuehecass. aici aos ele 101,171,562 Bac 
Onitatee #O5NS: Let ha s8 oe OMe 168,732,728 49.17 
Olervatesbiteey cere aet So Pee lech tee ote: 29,185,740 41.69 
Sasikarchewaniarteiatiee st atiak 2 29,228,285 sew ee 
Albertatien | abt Se. aaah et: 27,909,396 38 .15 
BritchiG@alimbia: 6: SG Ohitol oad 54.36 

RECAPITULATION 


Comparison of Tariff Subsidies and Tarift Costs by Provinces 


The position of the various provinces in relation to gains and losses suffered 
by the tariff is set out in the following table which gives for each province separately 
the per capita tariff subsidy and the per capita tariff costs: 


Province Tariff Subsidy Tariff Costs Net Gain Net Loss 
per capita per capita per Re per capita 
$ 
PA lolatid.. Sacre es 5.32 23 .20 17.88 
Nava ecotias. eee ee P18) 50 30.78 12.28 
Wey Brunswick 20. 2))) ef. 199) 31.58 11.67 
icbem el er eee et ot Abe oe 35 .20 11.03 
eter et Nee ea got) Of a2 AEG 15.15 
Mranitopa ce et PO ES NIE 28IAek 41.69 13.25 
Saskatchewan... 0.0.6... .. 2. 855 ay teed 28.16 
Witter ee eee re fh Oe! oy 22 38.15 26.93 
British Columbia. /... 2.7... 2) 32.03 54 .36 22 .33 
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The Significance of the Comparison 


It is desirable to emphasize again that this table representing the provincial 
distribution of tariff subsidies and tariff costs is chiefly valuable as an indication of 
a condition. It is not an exact statement of the effects of the tariff upon the in- 
comes of the several provinces of the Dominion. It does not indicate the tendency 
of the tariff to contract the income of export industries by reason of the increase 
in costs of production of such industries. It does emphasize, however, the effect 
of the tariff upon the internal distribution of the existing national income. 


It is the tendency of the tariff to increase the money incomes of all protected 
industries. By their potential ability to raise prices by the extent of the duty on 
imports the protected industries are given command over a larger portion of the in- 
come of the community than they would enjoy without such tariff protection. It is 
equally the tendency of the tariff to raise the internal prices of protected goods and 
therefore to lower the purchasing power of all money incomes. Owing to the con- 
centration of protected manufactures in Ontario and Quebec these two provinces 
profit most by the increase in money incomes and are the only provinces where the 
increase in money incomes is greater than the added charges imposed on all in- 
comes by the effect of the tariff in enhancing the prices of protected goods. In 
the remaining seven provinces money incomes are increased by the tariff in so 
far as these provinces possess protected industries. But in these provinces the 
increase in money incomes due to the tariff is more than offset by the charges on 
all incomes due to the enhancement of the internal prices of protected goods. 
In other words the Canadian tariff has in fact imposed a heavy net charge on 
the annual incomes of seven of the nine provinces of the Dominion. This net 
charge on the incomes of these seven provinces goes to swell the money incomes of 
Ontario and Quebec. 


It is also important to note that the per capita net gain attributed to Ontario 
and Quebec does not imply that the increase in the money incomes of these provin- 
ces is evenly distributed as between different classes of producers. The precise 
distribution of the gain in these provinces is not relevant to the present analysis. 
Nevertheless, the effect of the tariff in increasing money incomes in Ontario and 
Quebec is significant because a federal government presupposes the existence of the 
provinces as distinct entities, and the ability of a province to discharge its constitu- 
tional obligations depends upon the vitality of its economic life. If national 
policies have a tendency to enrich the economy of two provinces at the expense of 
the remainder, this fact is of the utmost importance as determining the wisdom or 
unwisdom of the policies in question and also in its bearing upon the constitutional 
and financial relationships of the Dominion and the provinces. 


It may be contended that the value of the computation of the provincial inci- 
dence of the tariff is vitiated by the fact that there is no reason to believe that 
26% is an accurate measure of the effect of the tariff in enlancing prices of pro- 
tected manufactures. It has already been acknowledged that existing statistical 
information does not permit an exact calculation of the effect of the tariff on prices. 
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The figure of 26% was taken because it was the flat rate of average ad valorem 
duties on dutiable imports in 1931. But suppose the measurement of average 
enhancement of prices were 20% instead of 26%. The only. difference would be 
in the absolute amounts and not in the relative distribution between provinces. 
The relative disparity between Ontario and Quebec as opposed to the other pro- 
vinces would still remain. It would still be true that Ontario and Quebec would 
show the only surplus of manufacturers’ tariff subsidies over consumers’ tariff costs, 
and that the other provinces would show uniformly a substantial deficit of con- 
sumers’ tariff costs as compared with manufacturers’ tariff subsidies. The difference 
would be merely one of reducing the figures in all the columns without altering the 
essential relationships of the two groups of provinces. Moreover, a more detailed 
analysis of the manufacturing industries in the various provinces would indicate 
that the favourable effect of the tariff on the incomes of the provinces would be 
confined even more exclusively to Ontario and Quebec than the given computation 
suggests. The most highly protected industries such as textiles, motor cars, iron 
and steel wares, electrical supplies, boots and shoes, etc. are heavily concentrated 
in Ontario and Quebec. In the other provinces a large proportion of the protected 
industries which have been included in this calculation are of a class which receive 
lower rates of effective protection which are likely to have an effect on prices, such 
as pulp and paper, butter and cheese, fish, canneries, flour and feed mills. Un- 
fortunately, it is impossible without a complete survey of consumption and com- 
parative prices to make such a detailed analysis for all of the provinces. The 
estimate of the effect of the tariff on Nova Scotia which follows will indicate at 
least the result which would attend such an analysis if applied to the other provinces 
whose economic progress has been prejudiced by the Canadian tariff. 


THE INCIDENCE OF THE PROTECTIVE TARIFF ON THE INCOME OF 
NOVA SCOTIA 


By segregating the figures of the above analysis, which apply to Nova Scotia, 
it is possible to present a recapitulation which will indicate the effect of the Can- 
adian tariff on manufactured goods upon the income of this province for the given 
year 1931. 

Total tariff costs in terms of enhancement of prices to consumers in 


PES COU een te We Oh ee es ah le P15 TBA Od 


Total tariff subsidies in terms of enhanced prices chargeable by 
Hiuaerters or Nova Scotia. Mills eke ake loa 9,487,493 


Nieto wememrer are abe nee Wie ae hh 1 ee ee eye 8 66.296 631 
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THE TARIFF SUBSIDY TO THE NOVA SCOTIA COAL INDUSTRY 


It will be noted that thus far the computation of tariff costs and tariff subsidies 
has applied only to manufactured goods. In any examination of the effect of the 
tariff on Nova Scotia, however, it must be recognized that it was, and is, a central 
feature of the National Policy to afford protection to the important coal industry 
of Canada, which is largely concentrated in Nova Scotia. In computing the total 
tariff subsidy for Nova Scotia, therefore, it is necessary to add the subsidy made 
available to the producers of coal in this province. Similarly, the item of coal- 
consumption must be included in the computation of tariff costs in terms of enhance- 
ment of prices to consumers. 


The production and geographical distribution of Nova Scotia coal in the year 
1931 was as follows: 


Market Tonnage Sales 
Nova Scotia (including colliery consumption).... ..1,505,087 
New brunswickeie on meee, ae titi fo athsc 646,071 
Newiound lance amen Giese ean hie teil 1830738 
Princetidword Wsiances aii ete mht lew 83,640 
Sioliagmence Inortss eerie | eeebte! W.ilone: ode, 835,524 
SPVP circa some ee eer betel, he ite feats. 1,763 
United Sta tess Re eR re eke fea fie oso 36,341 
Bunkerae pee hao eet er en evi bb oe orl ecorudl PA 286 nbe 


Excluding exports, and applying the specific duty of seventy-five cents per ton 
under the general tariff to the coal marketed in the St. Lawrence area, and fifty 
cents per ton under the British preference to coal marketed in the Maritime Prov- 
inces, the total tariff subsidy on coal in Nova Scotia amounted in 1931 to $2,571,060 
During the same year the tariff costs on coal paid by consumers in Nova Scotia 
(estimated on the basis of the duty under the British Preference) amounted to 
$752,548. Adding these figures to the appropriate items of the previous 
recapitulation, the final calculation of tariff subsidies and tariff costs in Nova Scotia 
(including coal) is as follows: 


Notallitartiicostsam lwo wove dient oe i. ee GlOOS6i667 
Total tart supsiates ml Iola Re Oa. herd 20b8b8 


NGS IeOGe ee eae Sarto i es eae 4,478,114 
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SUMMARY 


In estimating the significance of this analysis of the effects of the Canadian 
tariff on the income of Nova Scotia, it is important to emphasize a number of ad- 
ditional considerations. 


(1) 


(2) 


(3) 


The net loss referred to in the recapitulation is an annual charge on the 
income of the province. The computation is for the given year 1931, but 
the basic features of the analysis have existed since the inauguration of the 
National Policy—or for a period of fifty-five years. While the actual 
extent of the loss has varied from year to year with changes in the volume 
of manufacturing and in habits of consumption, the conclusion is inescap- 
able that the effect of the tariff upon the income of the province has always 
been adverse. The loss has been cumulative in its results. 


While the net loss referred to in the final recapitulation is admittedly an 
estimate, it is as accurate as was possible with the range of available 
statistical information. If the material for a more detailed analysis were 
available, it would doubtless be found that the computation gives an 
understatement of the true situation. For example, in the section dealing 
with the tariff subsidies on coal, the specific duty of seventy-five cents 
per ton under the general tariff was used in calculating the tariff subsidy 
on coal marketed in the St. Lawrence area. This was the proper measure- 
ment for the year 1931, but prior to that year, from 1879 until 1930, the 
duty under the general tariff was about fifty cents per ton. Thus, during 
the earlier period, the tariff subsidies on coal would have been substantially 
less on the same tonnage, and the net loss figure correspondingly higher. 
Moreover, in the computation of tariff subsidies enjoyed by manufac- 
turers of Nova Scotia, the same measurement (26%) was used as 
in the general computation for the whole of Canada. Asa matter of 
fact, however, a large proportion of the manufactures of Nova Scotia 
belong to categories which carry rates of duty considerably less than 26%. 
The only categories carrying higher rates of duty are those which fall 
within the textile and iron and steel schedules. In the year 1931 these 
highly protected manufactures accounted for only 27% of the total 
manufactured products of the province. In view of these considerations, 
it would appear that the final figure in the recapitulation is a minimum 
estimate. Itisreasonable to conclude that annual charges on the income 
of the province due to the spread between producers’ tariff subsidies 
and consumers’ tariff costs, would be considerably in excess of $5,000,000. 


Judging by the marked decline of manufacturing industries in Nova Scotia 
during the past thirty years, and the several important casualties of the ° 
current period of economic depression, the continuance of the present 
fiscal policy of the Dominion will be accompanied, in this province, by a 


_ widening of the present unfavorable spread between consumers’ tariff 


(4) 
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costs and producers’ tariff subsidies. A community with rapidly expand- 
ing export industries might endure this annual heavy charge on income 
without any readily perceptible injury to its economic welfare. In Nova 
Scotia, however, the condition of rapidly expanding export industries 
does not obtain. Laboring under the heavy costs of production imposed 
by the tariff, these industries have experienced great difficulty in main- 
taining their position, and in some cases have declined absolutely. In 
this situation a widening of the unfavorable spread between tariff costs 
and tariff subsidies must result inevitably in a steadily declining standard 
of living for an increasing proportion of our population, unless and until 
some effective remedies can be found for the economic disabilities of the 
province. 


Finally, it must be emphasized again that the foregoing analysis of the 
incidence of the tariff is not concerned with the duties paid by the people 
of this or any other province, on goods actually imported from foreign 
countries. These duties, whether wisely or unwisely imposed in particu- 
lar instances, have been regarded as a contribution to the national revenue 
for the maintenance of national services. The analysis of the provincial 
incidence of the tariff is concerned solely with the effect of the tariff upon 
the prices of goods produced and consumed within the Dominion of 
Canada. 
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CHAPTER IX. 


THE TARIFF IN RELATION TO THE EXISTING DISTRIBUTION OF 
INDUSTRIAL ACTIVITY IN NOVA SCOTIA 


While all consumers share alike in the costs of the protective tariff to the ex- 
extent of their purchases, the tariff subsidies are only enjoyed by a limited group of 
producers. Moreover, it is to be observed that the costs of the Canadian tariff 
press with great weight upon producers who are obliged to sell their products out- 
side the protected home market or at prices based upon world prices. An analysis 
of the industrial life of Nova Scotia as disclosed by the last census indicates thata 
relatively small proportion of its gainfully employed population participates direct- 
ly in the tariff subsidies received by protected producers. 

The present state of manufacturing in Nova Scotia is revealed in a compilation 
of the answers given to Question 4 of the Questionnaire addressed to incorporated 
cities and towns within the province. This information will be found in 
Appendix A. 

The following tables give the statistics of the leading manufacturing industries 
of the province of Nova Scotia as revealed by the Dominion Census of 1931. A 
more: detailed census survey of existing manufacturing establishments in the prov- 
ince will be found in Appendix A. 


MANUFACTURING STATISTICS OF THE MARITIME PROVINCES, 1931 
Statistics of the Leading Industries of the Province of Nova Scotia, 1931 


Estab- Gross 
Industries lish- Capital Em- Salaries Cost of Value of 
ments Invested ployees and Wages Materials Products 
No. $ No. $ $ $ 

Erimaryiron and steel.. a5 4.46. 6 18,430,500 1,849 1,880,158 3,427,289 8,215,412 
Fish Curing and packing......... 207 3,419,681 1,699 1,042,461 3,878,869 5,901,891 
Bulprandfpaperscrse meek es ake oe 6 12,796,553 610 893,057 1,892,275 4,777,752 
Central Electric stations........... 79 28,328,512 786 DOO ZMIEIAIIS Ser seta sree 3,954,148 
Railway rolling stock................. 3 6,303,482 408 498 943 2,696,572 3,889,486 
Buttermand cheeses cae 2h: Sv biesi: 30 1,266,472 314 342,294 1,776,886 2,714,244 
Biscuits, confectionery, etc......... 10 4,816,529 914 922,080 931,672 2,651,868 
SEEN Cie eh eee State One eee eee 635 2,097,052 1,640 566,980 1,222,618 2,460,753 
Printing and publishing.......... 32 2,283,645 687 892,003 363,679 2,054,950 
Hosiery and knitted goods........ 3 2,093,249 607 461,800 842,961 1,656,385 
Bread and other Bakery products. . (ie 965,702 408 347,208 732,962 1,626,623 
Shipbuilding and repaiic.......... 11 8,447,758 528 618,273 365,781 1,437,777 
Castings and forgings............ 15 2,459,714 518 636,488 453,741 1,435,299 
All other leading Industries (1).... 6 F9201529' 927 1,033 1,394,596 9,700,689 15,569,765 

Total Leading Industries..... 1,116 109,699,276 12,001 11,498,447 28285,944 58,346,368 

Total, All Industries......... 1,449 129,824,727 16,175 14,881,673 338,288,250 70,679,508 


(1) Includes Coke and gas products, Petroleum products, Sugar Refineries and Breweries. 
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It will be seen from the above table, and from the more extensive analysis of 
manufacturing establishments in Nova Scotia given in the Appendix that a very con- 
siderable proportion of manufacturing now carried on within the province is of a 
character which is not dependent upon tariff protection and is, in fact, placed under 
a severe handicap through the incidence of the general tariff. Of the principal 
manufacturing industries listed in the above table, those which are directly depend- 
ent upon tariff protection are as follows:— 


Primary Iron and Steel 

Railway Rolling Stock 

Biscuits and Confectionery 

Hosiery and Knitted Goods (Textiles) 
Castings and Forgings 

Other industries including sugar refining 
and oil refining. 


Employment in these establishments which are directly dependent upon the 
protective tariff amounted in 1931 to 5,329 or to about 45% of the total employment 
of the leading manufacturing industries in the province. As for the remaining 
manufacturing industries listed in the above table, they are either directly depend- 
ent upon export markets, such as fish-curing and packing, pulp and paper, sawmills, 
or are largely dependent upon world prices, as illustrated by such commodities as 
butter and cheese, bread and other baking products. The remaining leading manu- 
facturing establishments, including central electric stations, printing and publishing 
firms, and shipbuilding and repairs, cannot be said to depend in any direct way upon 
the existence af the protective tariff. 


A careful examination of the detailed statistics of manufacturing in Nova Scotia 
afforded by the census of 1931, leads to the conclusion that less than 50% of ‘the 
total manufacturing activity of the province in terms of employment can be said to 
benefit under the protective tariff through the assurance of a home market for manu- 
factured commodities. The remaining and larger proportion of manufacturing 
activity in Nova Scotia is dependent in the main upon export markets, and is handi- 
capped in selling in these markets as the result of the incidence of the general tariff 
upon costs of production. In other words, the Canadian tariff has not only failed 
on balance to stimulate the manufacture of protected commodities in Nova Scotia 
but has imposed a severe burden upon those manufacturing industries which are 
dependent in the main upon foreign markets. 


Up to this point the protective tariff has been considered in relation solely to 
manufacturing activity in the province of Nova Scotia, inasmuch as the primary 
object of the National Policy was to encourage the growth and expansion of manu- 
facturing establishments in Canada. It is important to observe, however, that 
manufacturing is by no means the most substantial industry in the province. The 
following table, based upon the census of 1931, indicates the occupational distri- 
bution of the gainfully employed population of Nova Scotia, and shows the relative 
importance of industries other than manufacturimg in the economic life of the 
province: 
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DISTRIBUTION OF GAINFULLY EMPLOYED BY INDUSTRY GROUPS 
NOVA SCOTIA 


Total Male Female 

INES CURIE og Sco oS . 181,083 153,139 27,944 
Agriculture . . 43,931 42,607 1,824 
Forestry, Fishing, Trapping, Mining, Quarrying, Oil 

& Salt Wells. = Roel 16,941 A() 
Manufacturing .. AES. ies. Cee tas Ph a SOO ew GA Da WAS 
Electric Light & Power. . WAP kata lai oe 814 761 53 
Construction . F pict told » OF L293 74 
Transportation | & ‘Communication (not including 

Bere letvice)... SP thst Viele lo ont eR et tie ORY 14,163 982 
Trade. oe fais Ma oA... Hee tus RL OOD 11,606 3,596 
Finance . Re A Sinai bare dct son es too 530 
Service . Paar eden host eee. wank BERLE 12,815 19,056 
Unspecified . . EAT Pn NS ant cue th ae OL 10,244 107 
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All Industries. 


PO SICULEUTC ot pep 2 ap TEN RS (Mie aR sme iA ard G3 21, oe 4.73 
Forestry, Fishing, Trapping. . tees Pas we th ENE 9.23 0.20 
Mining, Quarrying, Oil & Salt Wells. . Baa Fe mite BO en MH 11.06 0.14 
Manufacturing .. : betes Doe ih ee VISES Oro % 7.60 
Electric Light & Power. . Piers isa ace ae Ce 0.49 0.18 
Construction . ee RE eee tA tec) Aaya Coan 0.26 
Transportation andcommunication................. 8.36 9.24 3.01 
Trade. a Senin st megaman de WOOO) 7.0 12.86 
Finance . 2 Fa ae eee adhe Ie kU 114 1.89 
Service. PME rie oo kt © acts Magi e edtel tp ON 8.36 68.19 
Unspecified et Ts orn OL 6.68 0.38 


An examination of these tables reveals the fact that only 10.45% of the gain- 
fully employed population of Nova Scotia is actually engaged in manufacturing. 
It has already been indicated that less than one-half of the number engaged in 
manufacturing are employed in establishments which are directly dependent upon 
the protective tariff. As to the other occupational groups listed above, the only 
one which can be described as partially dependent upon protective tariff is that of 
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“mining, quarrying, oil and salt wells.”’ This group affords employment to 9.837% 
of the gainfully employed population of the province. It would thus appear to be a 
conservative estimate that not more than 15% of the gainfully employed popula- 
tion of Nova Scotia is engaged in forms of production in which there is a prima faci? 
assumption of direct benefit from the protective tariff. Some part of the remaining 
85% of the gainfully employed population of the province undoubtedly derives in- 
direct benefits from the protected industries. By far the greater number, however, 
derive their livelihood from occupations in industries which lie outside the shelter 
of protection, and are, in fact, greatly handicapped by the effect of the protective 
tariff on their costs of production. 


THE EFFECTS OF THE TARIFF ON PRIMARY AND EXPORT 
INDUSTRIES 


It is important to observe that the loss suffered by Nova Scotia under the pro- 
tective tariff is a persistent drain upon its resources, which has continued at a varying 
rate from the inception of the National Policy, and has had a cumulative effect upon 
the industrial and commercial life of the province. The burden of excessive costs 
upon the export industries of Nova Scotia has been especially heavy inasmuch as 
these industries are compelled to sell their products in the competitive markets of the 
world, and are unable, therefore, to pass on their excess costs to consumers within 
home markets. 


It will be possible to measure in approximate terms the handicap of. the tariff 
upon such export industries as lumbering, fishing, apple-growing, and other forms 
of agricultural production. The excessive costs of the tariff enter into the cost 
of living and thereby into wages, and also into equipment and machinery of pro- 
duction. Industries producing for the home market can generally pass on exces- 
sive costs through successive stages to the ultimate consumer, but export industries, 
from the very nature of their market are unable to do so. To quote trom the Re- 
port of the Committee on the Australian Tariff in 1929: (1) 


“In a growing community, with production marching more or less with the 
needs of a growing population, the effects would have to be very bad indeed to 
reduce production in any particular industry; they are only less bad if they pre- 
vent the natural growth of production in any industry. The natural.tendency 
in a new country is for all industries to grow unless very seriously handicapped, 
obscuring the effect of the taritf to the superficial view.” 


Canada, like Australia, is a comparatively new country, but it has to be re- 
membered that the export industries of Nova Scotia have been under the incubus 
of excess tariff costs for more than half a century. The cumulative effect of this 
excess cost has been a severe handicap upon these industries. It is not without sig- 
nificance that in the three counties of the Annapolis Valley which depend largely 


(1) The Australian Tariff, An Economic Inquiry, p. 24. 
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upon the sale of their apple crop in export markets, the mortgage indebtedness is 
much more severe than in any other counties in the province. The weight of this 
debt is revealed in the following table. Unquestionably, the excess costs of the 
tariff are responsible for a considerable proportion of this debt burden: 


Mortgage Indebtedness 1931. Unit Annapolis Hants Kings 
Mortgage Indebtedness on fully owned 

farms 
Number of farms reporting mortgage debt No. 599 481 1,045 
Per cent of total number of fully owned 

Se NS ere terete ok 3 fas bese of syn vod», 4 OD 28.99 22.76 37.40 
Acreage of farms reporting mortgage 

ULSD) 3 OP i ae tin al 88,932 73,813 105,113 
Value of farm property (land & bldgs.)...  $ 2,591,500 1,752,000 6,236,900 
Amount of mortgage debt. ............ $ 1,002,400 685,200 2,687 300 
Ratio of mortgage debt to value....... % 38.68 39.11 43.09 
Average value of farm property per acre $ 29.14 23.74 59.34 
Average amount of mortgage debt per 

Bite se Mei oe ie aay ood 11.27 9.28 25.01 


Having regard to the dependence of lumbering, fishing and certain branches of 
the agricultural industry upon export markets and world prices, it is a tribute to the 
resources of these industries, and the tenacity of the people engaged in them, that 
they have been able to carry on. The burden levied upon them for the last fifty- 
five years through the excess costs of the tariff has been aserious handicap and a 
constant drain upon the income derived from their operations. When it is rememb- 
ered that the market for Nova Scotia agricultural products in Central Canada is 
negligible, and that the people of this province are compelled to buy protected 
manufactures from Central Canada to supply most of their wants, it is not stretch- 
ing the truth to say that a large proportion of the population has been compelled 
to purchase goods in an expensive protected market with the proceeds ot exports 
sold in the competitive markets of the world. The money income received from the 
sale of exports shrinks in purchasing power the moment it is converted into Can- 
adian currency. 
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CHAPTER X. 


THE INTER-RELATION OF TARIFF POLICY AND TRANSPORTATION 
HANDICAPS. 


In addition to the injury suffered by Nova Scotia under the incidence of the 
protective tariff, there are handicaps arising from the inter-relation of tariff policy 
and freight rates, which have aggravated the difficulties of the Maritime Provinces, 
and of Nova Scotia in particular. It has been pointed out that the protective 
tariff, as applied to a country of great length and of narrow breadth, has encouraged 
an immoderate concentration of manufacturing in the central provinces of Ontario 
and Quebec. Asa result the consumer in Nova Scotia is not only prevented from 
availing himself of the geographical advantage of the province in relation to pur- 
chases in foreign markets accessible by water, but is also placed under a relative 
disadvantage as against consumers in Ontario and Quebec because of the added 
freight rates on the purchases he is compelled to make in the home market by reason 
of the long rail haul from the factories of central Canada to the Atlantic seaboard. 
Consumers in Ontario and Quebec are either relieved of these charges, or they are of 
slight importance as an element in the cost of the goods purchased. In Nova Scotia 
the element of freight rates in the purchase price of goods is simply another illustra- 
tion of the unequal! effects of the protective tariff in a country so situated as 
Canada. 


When it is stated that these transportation costs press with disproportionate 
weight on the consumers of Nova Scotia, it must be remembered, also, that these 
costs are elements as well in the relative cost of production of agricultural and other 
products in central Canada and Nova Scotia. The following table illustrates the 
effect cf this disadvantage in relation toa number of important commodities which 
enter into agricultural production: 


FEED RATES 
Rate Per Ton 
MelvillesSaskato, bones Ant anita: © nts inieane aae 19c $3.80 

Lake Special Per Ton 
andRail Rates in ' from 
Normal Summer Per Melville, 
Rate 1933 Ton Sask. 
PortsArthur come Oodstock.;O tweet eee iar 25¢ 20c $4.00 $7.80 
MosrisburoaOnts. seen eerie 25c 20c 4.00 7.80 
Howick;-O we: Saeeeeaeceee hee ieee 296 22c 4.40 8.20 


ShubenacadiegiNes serine ee 42c 387c 7.40 11.20 


Montreal, Que. toAmherst, N.S........... 
ELEULOM NG Oe ede eee 
Shubenacadie, N.S......... 
Pictou Ne Sutera: cle precise 
Plallifaxeu Nix Sipctence soln ase 
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CEMENT RATES 


AUTOMOBILE RATES 


Windsor, Ont. to Woodstock, Ont............ 
IMOnnISD Uo O tere aerate es 
PLOwsClcn Olea ota ees ete ey. 
Shubenacadie, N.S........ 


Oshawa, Ont. to 


Shubenacadie, N. S. 


Woodstock, Ont............ 
IMorsisbiinemOntieeemry.a. fi ants 
FLOWwICk ©) UCi ree tee re eas. fa ee 


MACHINERY RATES 


Toronto, Ont. to 


Branttorcd, Ont. tomMVMorrisburg, Ontiecss 3.42.2. 
FLOW AC Kae OUCH a etaeri aa feicyeceryep Ee 
nebieb<, ING Sis be gout c 


MorisbureqOnternccsc: 6 > 00-8 4 
LOWwIC em OUCt eee ae as oi ac) Soe 
el alifiaxmNesS are susiare seen csvor 


(Agricultural and mill machinery, etc.) 


Minimum 20,000 to 30,000 pounds 


Fifth Class Sixth Class 
ote 344 
453 .414 
.594 553 

43 .40 
50 RATT 


Summer Normal 
nde Ae Ae F EA, 830c 
APAetL Lee cae, 314 
WER crete ate 324 
shahdenkee has 324 
25c 343 
Passenger Trucks 
minimum minimum 
10,000 12,000 Charges 
Ibs. Charges lbs. based 
first based on 3 second on 3 
class cars in class cars in 
Carload rate carload Ca:load rate  carload 
613 $20.50 564 $21.60 
1.003 33.50 . 88 35.20 
1.15 38.33 1.004 40.20 
1.44 48.00 1.254 50.20 
LAN ee 65 21.66 58 fepy. WN? 
(Ce 24.00 63 25.20 
.90 30.00 we) 31.60 
rues, abe kal) 39.75 1.04 41.60 
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The following table indicates the disparity in the prices of farm implements in 
Ontario and in Nova Scotia. This disparity is largely accounted for by the addi- 
tional cost of transportation on these farm implements when carried by rail to Nova 
Scotia: 


Nova Scotia Ontario 

No. 7— 350 lbs. Cream eae eae ite a ica oh $ 89.00 $ 87.00 
No. 7— 500 Ibs. DRO ee Gy Pa es 96.50 94.50 
No. = 750 lbs. - ‘. OL Mine R i: Ory tweed a 2 112.00 110.00 
No. 7—1000 lbs. 5 Peer Cert. 127.00 125.00 
General Purpose Tractor—-Four- wheel-drive. RRS: 1,040.00 1,020.00 
Nos14— 9CTit Harrow, with Handlestes.., 94 Ge... 20.15 
No. 14— 9 “ s less 4 Seen Eee ae 20225 LLOR2s 
No. 15—15 “ * Spring Tooth... sg taoeed Sees at ahs 32.00 30.50 
No. 14—17 ‘ te ee Mos. 35.50 33.50 
Centre Section, 9th for No. 14 Harrow... aon Sears Si ee ae 16.25 
Nol ti Orcercpiec Hanon tage ads As sae na ee 58. 50 55.00 
Extension Frame for No. 11 Harrow.. eee e ee 7.00 
Not5B Pilowy- =. Se haa 8 ee Rare rae 21.00 20.00 
No. 8—One-Horse Plow... Cate th ee ns ae 19.00 18.00 
No. 12B Plow, Heavy with Gauge | ‘Wheel..... iets! peat: PARES 
Corona Side Hill Plow. oo Ne! SPA see B VSM) 21.50 
Farm Dump Cart, 4x Tire.. et ere ett eee 87.50 82.50 
One-Horse, Gear; 3x 9) 25. Re a ee ee 78.50 CSD 
2 Horse Gear, 34 x 10c, 24x H tire. eg PE Pe Ad A SP 100.00 95.00 
No. 6 Spreader. 7 wee eee bys VAD Wed 123.00 cee Lte00 
No. 8 Spreader.... Cre inet ga ee 159.00 149.00 
Kerosene Engine, 13H. Pp. Reet red tea tho i atria.) ce tis 71.00 71.00 
SHOP ee ee ee ee ee 97.00 94.00 

Now 8) 30 Ths Stéel Rake. «=o, oe ee eee 49.50 47.50 
NovLZA S| Fs iene ae Ao bln Pees oa ae, Ce RETR, 49.50 46.50 
Nosivoun Rd Oe NO eee a, Seda nea ae aes 52.50 49.50 
No. 3, 6 fork Hay Tedder. See orate ke i Fare ea 75.00 71.00 
Noazzen. Mower, 43 ft. cut. See EO ae ot 86.00 78.00 
No. 22-B. D ES Ee ak ra tees Oe 87.00 79.00 
No. 24-B, viene as eS 9 RES Ba ef eee eat 81.50 76.00 
No. 24-B, PAS ee re rn eh oc oa aa ee IN 82.50 77.00 
No. 1 Wheelbarrow. Re Ai eae 6.50 6.50 
No. 2,3 and 4 Wheelbarrows . SPA eee en Prncee, ie uLSO tek 7.00 7.00 
No. 5 Wheelbarrow. . ; en toes ee ee 8.00 8.00 
No. 1 Scuffler.. Rina 1 oats Sa gee eee ae ee ae T2045 12°25 
No. 2 soa ey ager 2 ca ate ge ee eae IS el 13.25 
No. 3 Potato Planter ne Sp nee 117.00 
No. 3 | \ wath Fertilizer attachment. he: 15475 151.00 
No. 1 Potato Digger, Otte bat <Hlevator o aae eee 147.00 140.00 
No. 1 6) Vine Turners a4. 40. eee 146.00 
20-80 Tractor, ‘‘1929”’ model. NE re dS.) Jd 925.00 


20-30 Tractor, latest. model iy. 2 sean eee 1,260.00 1,235.00 
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This handicap, arising in part from the inter-relation of tariff policy and freight 
rates, appears to have been recognized by the Royal Commission on Maritime Claims 
in 1926, although the phraseology used by the Commissioners would seem to sug- 
gest that it was recognized more particularly in relation to producers of the Mari- 
time Provinces who wished to market their goods in Central Canada. In section 
2 of the report of the Royal Commission, the following references may be quoted 
as bearing upon this question: 


“In addition, the case which the Maritime Provinces have already sub- 
mitted to the Railway Commission also raises the question of handicaps aris- 
ing from the geographical position of their natural products and their distance, 
generally, from the central markets.”’ 


“We are far from suggesting that there should be interference on the part 
of the Railway Commission with the business judgment of the railway com- 
panies, or that there should be any confusion between trade development 
that can reasonably be expected from the railway rate structure, and trade 
development that must be a matter for public or government responsibility 
quite apart from rate structure.”’ 


“Tf the Railway Board is to be vested—as we think it should be—and we 
recommend that it should be—with the somewhat fuller supervisory responsi- 
bility that we have indicated, we think it should also be vested—and recom- 
mend accordingly—with power in weighing an application that raised these 
considerations, to order an accounting investigation at their own hand, into 
the incidence of the railway charge on the costs of production of commodity 
and its relationship to other costs, and to the general trading results of the in- 
terests involved. We wish to emphasize that this is a field of thought into 
which we have not carelessly wandered. It has been forced upon our attention 
by the geographical and other difficulties which the evidence we received from 
the Maritime Provinces made it clear parts of the country that were long dis- 
tances from central markets were bound to suffer from.”’ 


It should be pointed out that the relative disadvantage suffered by Nova Scotia 
in respect of freight rates on heavy goods such as farm implements, automobiles and 
motor trucks, machinery, cement, feed, etc., does not arise from rate discrimination 
in the strict sense of that term. The whole question of freight rates in relation to 
the Maritime Provinces was investigated very thoroughly by the Royal Commis- 
sion on Maritime Claims. That Commission was satisfied with the evidence sup- 
porting the contention of the Maritime Provinces that changes in rate structure 
subsequent to 1912 had been prejudicial and discriminatory to the Maritime Prov- 
inces. The Royal Commission recommended, accordingly, that an immediate re- 
duction of 20% be made on all rates charged on traffic which both originated and 
terminated at stations in the Atlantic Division of the C. N. R. (including export 
and import traffic by sea, from and to that Division), and that the same reduction 
bejalso, applied to the Atlantic Division proportion of the through rates on all traf- 
fic which originated at stations in the Atlantic Division (excluding import traffic by 
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sea) and destined to points outside the Atlantic Division. This recommendation, 
with some modifications, was implemented in 1927 by the Maritime Freight Rates 
Act. It should be noted, however, that the recommendation of the Commission 
and the legislation which sought to carry out its terms, did not afford relief to 
consumers in the Maritime Provinces who were obliged to make their purchases from 
Canadian factories situated outside the Atlantic Division of the railways. The 
real purpose of the Act was to improve the position of producers in the Maritime 
Provinces in meeting competition from Central Canadian manufacturers in the 
market of the Maritime Provinces, and also to improve the position of producers 
in the Maritime Provinces in competing in the markets of Canada, beyond the At- 
lantic Division of the railways. It is not denied that this legislatio has been salu- 
tary in its effects, despite certain defects in its administration which will be dealt 
with elsewhere. It must be emphasized again, however, that the benefits accruing 
under the Maritime Freight Rates Act have not met the situation described in the 
preceding paragraphs. Many heavy commodities, such as agricultural implements, 
automobiles, motor trucks, cement, mining and mill machinery which are not manu- 
factured in the Maritime Provinces must be brought in from factories situated 
in Ontario and Quebec. ‘these heavy goods are of vital importance to the 
primary and export industries of this province. In respect of these goods high 
tariff rates present an almost insurmountable barrier to importation, while high 
transportation rates on such goods when purchased in Ontario and Quebec add to 
the difficulties of producers in Nova Scotia and place them under a disadvantage as 
compared with similar producers in Ontario and Quebec. 
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CHAPTER XI. 
THE INTERNAL TRADING POSITION OF NOVA SCOTIA 


The promotion of inter-provincial trade was one of the chief objects of federation , 
and at least an important subsidiary object of the National Policy. The producers 
of the Maritime Provinces were given the assurance of free access to the markets of 
Ontario and Quebec, and equally the producers of the latter provinces were assured 
access to’the markets of New Brunswick, Prince Edward Island and Nova Scotia. 
The Intercolonial Railway was constructed with the avowed object of facilitating 
and expanding an inter-provincial movement of trade which it was predicted would 
be mutually advantageous to the two groups of provinces. Confederation has been 
in force for sixty-five years, and the National Policy of protection for Canadian in- 
dustries has been in operation for fifty-five years. How have these purposes been 
fulfilled in relation to Nova Scotia. To what extent has this province realized the 
promise of a Canadian market for its products? 


The importance of this question and the difficulties of supplying an answer to 
it were fully recognized by the Royal Commission on Maritime Claims. This is 
indicated by the following reference at page 44 of the Report: 


“We have had brought before us the lack of any comprehensive measure- 
ment of the trade of the Maritime Provinces with other provinces and with 
foreign markets. We were ourselves disappointed not to be able to pursue 
investigations on trade matters along lines which such statistics would have 
enabled us to do. We found on inquiry at the Dominion Bureau of Statistics 
that consideration had been given some time ago to this very subject but, 
mainly through lack of organization in the statistics relating to certain phases 
of transportation, it was not possible to proceed with the plans that had been 
formulated. We strongly urge that these difficulties should be overcome, as 
they can be, and that on this phase of internal trade a system of statistics 
should be made regularly available from as early a date as possible.”’ 


Unfortunately, this recommendation of the Royal Commission of 1926 has not 
been implemented. Although the importance of this information in relation to the 
economic position of the Maritime Provinces was emphasized most strongly by the 
Royal Commission on Maritime Claims, there is still a lack of any comprehensive 
measurement of the trade of the Maritime Provinces with other provinces and with 
foreign markets. 


Despite the absence of sufficient statistical material on internal trade at the 
Dominion Bureau of Statistics, it has been found possible, through the valuable co- 
operation of the Canadian National and Canadian Pacific railways and of steamship 
companies engaged in inter-provincial transportation, to assemble a useful body of 
data on the trading position of Nova Scotia. This information will be found in 
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Appendix B. It includes (1) returns for Nova Scotia for the calendar year 1932 of 
incoming and outgoing freight traffic by railway and steamship, covering a consid- 
erable range of commodities, (2) a tabulation of outgoing traffic carried by express 
companies on a limited list of classified commodities, and (3) a statement from the 
Department of National Revenue giving the valuation of goods entered for consump- 
tion in Nova Scotia and of exports through ports in this province for the fiscal year 
ended March 31, 1933. It is not suggested that this information presents in itself a 
complete picture of the trading position of Nova Scotia in relation to the other prov- 
inces of the Dominion and to foreign markets. The returns from the railway and 
steamship companies are necessarily on a quantitative basis. The express com- 
panies were only able to supply information on the outgoing movement of fish, 
fruits and vegetables, other commodities not being classified in detail for express 
carriage. The statement given by the Department of National Revenue must 
also be read subject to the reservation that aot all the goods exported from 
Nova Scotia ports in the fiscal year 1932-1933 were of Nova Scotia produc- 
tion, and that all imports received at Nova Scotia ports of entry in the same period 
were not actually consumed in NovaScotia. The necessity of making these qualifi- 
cations is sufficient in itself to emphasize the defects of the present statistical fa- 
cilities for the collection of information on internal trade. It directs attention to 
the desirability of securing an early implementation of the recommendation of the 
Royal Commission of Maritime Claims upon this importa t subject. 


Having made these qualifications, however, it may be pointed out that the re- 
turns from railways and steamship companies present as accurate a statement of in- 
coming and outgoing traffic as can be secured on a quantitative basis. It will throw 
considerable light on the character of the existing trade between Nova Scotia and 
the other provinces of the Dominion. In the case of agricultural, livestock and 
animal products it has been possible, moreover, to convert the quantitative measure- 
ments into monetary terms. Upon the basis of these traffic returns it has been pos- 
sible to indicate the character, quantity and value of agricultural products brought 
into Nova Scotia from other provinces. This tabulation is included in the Appendix. 


The information contained in these various returns will be placed before the 
Commissioners for further examination. It will be clarified by evidence given by 
officials of railway and steamship companies. It will be supplemented, as well, by 
data supplied by manufacturers, mining companies, and fish canneries, on sales in 
domestic and foreign markets. This latter information has been obtained through 
a Cuestionnaire. It has not been included in the Appendix, owing to the fact that 
in certain cases it was given confidentially under an understanding that it would be 
used merely for purposes of aggregate comparisons. It will be submitted to the 
Commission for analysis as a collateral body of statistical information which may 
assist in reconstructing more accurately the trading position of Nova Scotia in re- 
lation to the rest of Canada and foreign countries. 


Without anticipating the result of the more extended analysis of these trade 
returns which will be made by the Commission, it may be stated broadly that the 


1G 


traffic figures confirm the conclusions arrived at in the earlier examination of 
the incidence of the tariff. Nova Scotia is in the position of a trade debtor , 
to the rest of Canada. In respect of manufactured products, agricultural pro- 
ducts, livestock and animal products the balance runs heavily against her. This 
adverse balance in respect of manufactures and farm products is far from being 
redressed by the products of Nova Scotia collieries and fisheries sold in Canadian 
markets beyond this province. Leaving invisible items out of account, this adverse 
internal trade balance can only be met by the excess of exports of Nova Scotia pro- 
ducts to foreign countries over imports from foreign countries. In short, the ability » 
of Nova Scotia to go on purchasing the manufactures of Ontario and Quebec depends 
primarily upon the health of her export industries. If these export industries can- 
not sustain the adverse internal trade balance the consequence must be a lower 
standard of living or a persistent pressure on savings, leading ultimately to the 
same result. Inasmuch as it would appear that the proceeds of export sales at 
competitive world prices have been required for many years to meet an adverse 
internal trade balance in terms of a protected price level, it may be inferred that 
the consequences just referred to have already occurred and have been in operation 
for some time. This inference is supported by evidence submitted elsewhere in this 
brief, and will doubtless find further confirmation in evidence brought before the 
Commission during its public hearings throughout the province. 


Another conclusion may also be drawn from the information assembled on inter- 
provincial trade. The Canadian market beyond the area of the Maritime Provinces 
absorbs a limited quantity of the manufactures and agricultural products of Nova 
Scotia. The more important particular items of Nova Scotia manufacture absorbed 
by the Central Canada market are: Sugar, iron and steel products, textiles, con- 
fectionery and vinegar. It will be noticed, however, that the tonnage of manu- 
factured goods under the heading ‘‘miscellaneous’”’ sent from Nova Scotia to On- 
tario and Quebec, is only 6,420 tons, as against 36,441 tons of miscellaneous manu- 
factures brought into Nova Scotia from these provinces. The tonnage of agri- 
cultural products of Nova Scotia sold in Ontario and Quebec is almost negligible, 
when compared with the very heavy importations of these products into Nova 
Scotia from Ontario and Quebec. Of the primary products of Nova Scotia, the 
only important items on which there are substantial sales in central Canada are 
coal and fish, on which the monetary return in relation to weight is notoriously low. 
In the forest products group there is scarcely enough difference between sales and 
purchases to have significance in any final tabulation of the trade balance. In 
other words, the Canadian market beyond the Maritime Provinces has reality for v 
Nova Scotia only in respect of a very limited and diminishing list of manufactures, 
together with coal and fish. Nova Scotia, on the contrary, under the existing pro- 
tective tariff, has become a market not only for the widely diversified manufactures 
of Ontario and Quebec, but an important market as well for the agricultural and 
animal products of these provinces. The freedom of inter-provincial trade secured 
by federation has been of substantially greater benefit to Ontario and Quebec 
than to Nova Scotia. 
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CHAPTER XII. 
THE APPROACH TO REMEDIAL ACTION 


MONEY GRANTS WILL NOT REMOVE TARIFF DISABILITIES 


In the several investigations of the effects of the Australian tariff on the com- 
ponent States of the Commonwealth, the purpose of such investigations has been 
the establishment of a basis for the re-adjustment of federal subsidies. There 
would seem to be no doubt that the tariff handicap upon a State, whose main source 
of income lies in its export industries, would be reflected in the financial position 
of the State Government, through a diminution of the taxable capacity of its 
population. At the same time, it must be recognized that if the tariff does operate 
as a handicap on the industrial development and commercial expansion of certain 
states or provinces within a federation, the problem is not solved by a mere re- 
adjustment of the financial relations of the federation. 


In the memorandum submitted by the Commonwealth Government to the 
1926 Conference on Financial Relations between the States and Commonwealth 
of Australia, the following observation is made: 


“The mere making of a money grant is not a solution of the problem. 
Such a grant is, in effect, contributed by the several States of the Common- 
wealth, and it is proper for the Commonwealth Government to consider the 
obvious fact that the mere granting of money, far from removing the causes of 
the trouble, may, in fact, increase them. The true principle, therefore, is to 
discover the causes of the financial difficulties, and to seek to provide means 
for their removal. If, for example, the difficulties are due to a condition of 
arrested development, the essential problem is to determine how development 
may be promoted in order that increased production may lighten the burden 
of taxation and render further enterprise possible.” 


It cannot be denied that there is a large measure of truth in this contention. Cer- 
tainly, the past experience of Nova Scotia and other provinces of the Dominion has 
proved that a mere increase in the subsidy does not, of itself, assist in the solution 
of basic economic problems. It involves the treatment of the symptom instead 
of the disease. The only sure approach to remedial action for Nova Scotia is by a 
clear recognition that its economic progress has been arrested by the excess costs 
of the tariff, as accentuated by its geographical position; and that its industries 
must secure a substantial measure of relief from this burden if the province is to 
begin the process of economic recuperation. Any remedy which ignores this 
primary consideration is doomed to failure from the beginning. 


When this conclusion is acknowledged it must still be recognized that Nova 
Scotia has been a member of the Canadian Federation for some sixty-five years, 
and that a considerable portion of its industrial and commercial life has been deve- 
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loped upon the basis of a continuance of that political and economic relationship. 
This means that we are compelled to discover, if possible, a remedial program which _ 
can be worked out within the constitutional and fiscal structure of the Dominion ¥ 
Can such a remedial program be formulated? This is the question which now 
requires to be answered. 


PRINCIPLES WHICH MUST UNDERLIE A NATIONAL TRADE POLICY 
IN A FEDERAL STATE 


It has been indicated that the tariff policy pursued by the Dominion since 
1879 has been a major cause of the economic retrogression of Nova Scotia. It 
may be contended that the same policy has contributed to the development of 
other provinces of the Dominion and that Nova Scotia cannot ask that its interests 
shall have priority over those of other provinces in the determination of trade 
policy. It is reasonable to inquire, however, whether the tariff policy as actually 
operated has conformed to the just requirements of a national policy in a federal ’ 
state. If it does not conform to these requirements it is also reasonable to ask how 
it can be modified in such a manner as to permit a normal development of the econo- 
mic life of Nova Scotia within the political structure of the Dominion. 


It is our contention that the protective tariff from the time of its adoption has 
failed to meet the just requirements of a national policy in a federal state, that it 
has been haphazard in its growth, unequal in its incidence, and that it does not 
represent a fair compromise of the conflicting interests of the several provinces of 
the federation. 


The outright adoption of a protective tariff is a deliberate interference with 
trade and commerce for a purpose conceived to be in the national interest. Prior 
to 1879 it might be said broadly that protection of domestic industries was inci- 
dental to the revenue aspect of the tariff. Tariff legislation may be said to have 
proceeded from the authority of the Dominion Parliament to raise money by any 
mode or system of taxation. Since 1879 the revenue aspect of the tariff has become 
increasingly incidental to its primary purpose of affording protection to domestic 
industries. Tariff legislation, strictly speaking, has proceeded under the authority 
conferred upon the Dominion Parliament to regulate trade and commerce. 


The adoption of a protective tariff is predicated upon the belief that the com- 
petition of the foreign industry with the domestic industry must be limited in the ~ 
national interest. In other words, certain aspects of external trade and commerce 
are made subject to legislative restrictions. At the same time it has been assumed, 
broadly speaking, that internal competition within the protective barriers must 
be given free play in the national interest. In other words, trade and commerce 
in its internal aspect has been left largely without effective supervision or regula- ” 
tion. Tariff duties, anti-dumping legislation and other expedients have been 
adopted to secure a more adequate protection of domestic industries against com- 
petition from foreign countries. Within the boundaries of the nation this policy 
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has been reversed. The ostensible object has been to encourage the maximum of 


internal competition. The assumption has been that a maximum of internal: 


competition is necessary to safeguard the national economy against the growth and 
maintenance at public expense of inefficient industries and monopolies. And this 
despite the fact that the restriction of external competition of itself may have the 
effect of supporting inefficient industries and of penalizing efficient primary in- 
dustries by adding to their costs of production. Notwithstanding this evident, 
confusion as to the measuring of efficiency, free competition within the nation has 
been the concomitant of restricted or regulated competition in the wider area of 
international trade. In respect of external trade free competition is declared to 
be contrary to the national interest. In respect of internal trade it is declared 
to promote the national interest. These propositions may be true or false. It is 
certain at least that the second does not follow logically from the first. 


This is not an academic question. It is related directly to the situation now 
existing in Nova Scotia. In accordance with the reasoning implicit in the policy of 
protection in Canada it may be contended that the decline of industry in Nova 
Scotia has been the normal, inevitable, and salutary result of free competition in 
the home market; that the abandoned farms and the factories which have been 
closed or removed to central Canada were inefficient from the standpoint of loca- 
tion or operation, and that their disappearance is in itself a positive confirmation 
of this fact. We are asked to acknowledge on the one hand that Nova Scotia 
industries which have been forced out of existence ought never to have been estab- 
lished, or, having been established were compelled to cease operations because of 
their inefficiency. On the other hand we are asked to assume that only the indus- 
tries which now survive in the province are located efficiently. Survival has been 
accepted as the pragmatic test of efficiency. 


We submit that these conclusions can only be accepted with important quali- 
fications. It is necessary to recognize that the protective tariff in the course of its 


development alters the terms of both internal and external exchange. The tariff | 


creates artificial conditions within which the test of efficiency #s to be applied. 
Heavy duties imposed on agricultural machinery, for example, adopted for the 
purpose of establishing a domestic implement industry, may so raise the costs of 
production of Nova Scotia producers of farm products as to handicap them in 
disposing of their commodities at a proft in foreign markets. Similarly the neces- 
sity of buying agricultural machinery from Central Canada with transportation 
costs added to tariff costs may place Nova Scotia producers under a handicap in 
the home market in relation to similar producers in Central Canada whose trans- 
portation costs on agricultural machinery are substantially less or even negligible. 


Moreover the very reservation of the home market for Canadian manufacturers 
of a particular product may operate as an encouragement to the deliberate ap- 


propriation of this market by one or several producers through the adoption of 


practices which, while justified legally under the regime of competition, are in fact 
forms of discrimination which are without economic or social justification. The 
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truth is that Laisser-faire may be a sound principle if it operates freely within 


the boundaries of a world economy, and an unsound principle when operating 
within boundaries artifically created by a protective tariff./ If external competi- 
tion is restricted in the national interest, internal competition must be brought 
under supervision and regulation with the same objective in view. Otherwise the 
economic development of the nation will be left largely to the forces of private 
exploitation with dangerous consequences to the social and political fabric of the 
community. What we have failed to see in the past, but are dimly apprehending 
today, is that a protective tariff can only be justified in a political sense when it is 
accepted as a segment of a larger policy having as its objective the orderly develop- 
ment of the industrial structure of the nation. If the principle of free competition 
in its external aspect is renounced, thus forfeiting for considerations of national 
security the advantages to be derived from geographical specialization on a world 
scale, it is essential that the same considerations of order and security shall influence 
and direct the application of industrial and trade policy within the nation. Other- 


< 


wise the internal economy of the nation is certain to be thrown off-balance as a . 


result of advantages given to or withdrawn from particular classes or sections of the 
country as a result of tariff duties working in conjunction with the principle of free 
competition. 


This is precisely the situation in Canada today, a situation which has been ' 


especially prejudicial to the economic welfare of Nova Scotia. It has been demon- 
strated that under conditions established jointly by federation and the protective 
tariff the economic life of Nova Scotia has either declined absolutely or has failed 
to maintain a satisfactory rate of development. The primary industries of the 
province have been handicapped by the effect of the protective tariff in raising 
their costs of production. The manufacturing industries have failed to maintain 
themselves against the competition offered in their most favourable markets by 
manufacturers in other provinces, notably those of Ontario and Quebec. 


The competition of manufacturers outside the province was a natural sequel to 
federation. It must also be recognized and acknowledged that manufacturers of 
other provinces were exposed equally to competition from manufacturers of similar 
commodities in Nova Scotia. A question may fairly be raised, however, as to the 
effect of the protective tariff in altering the terms of free internal competition, 
having regard to the geographical character of the Dominion and the more favour- 
able position occupied by the manufacturers of central Canada in relation to the 
entire home market. It is also important to repeat that in the legal sense com- 


petition has implied free exchange of goods without hindrance of law, a definition | 


elastic enough to allow practices which while permissible in law have come to be 
regarded as having the character of discrimination. As a result of recent investi- 
gations conducted by a special parliamentary committee in Ottawa it has been 
discovered that these practices have extended over a considerable area of industry 
and trade. It may be conceded that a substantial number of the factories lost to 


Nova Scotia in the past three decades have been closed because of mismanagement » 


and the rapid evolution of new methods and organizations of production, or in 
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other words because of comparative inefficiency in the strict economic sense. 
Others, no doubt, have succumbed to a kind of competition which can only be 
described as discrimination, a deliberately destructive competition designed to v 
appropriate a market through the elimination of competitors. In both cases, 
however, the state has been largely indifferent to the social and political conse- 
quences of the decline of industrial life in a particular section of the country. Hav- 
ing taken the first step towards a planned economy with the adoption of the National 
Policy in 1879, the Dominion has failed thus far to take the next step towards the 
internal development of industry and commerce for pre-determined social ends. 
We have been marooned midway between our point of departure and our logical 
destination. Our blind step towards national planning, as expressed in a protec- 
tive tariff has contemplated, generally speaking, only the development of certain 
selected industries, without great regard to their geographical situation and with- 
out effective safeguards against discrimination and other abuses of free competition. 
It has only benefitted in any substantial way those who own, operate, and work 
in these industries, the third group trailing the others by a very wide margin. 


A tariff policy with a true national objective, would recognize the importance 
of maintaining the health of industries dependent upon export markets, especially 
as such industries are essential to the economic development of seven of the nine 
provinces of the Dominion. In recognition of this fact these industries, agriculture, 
mining, fishing, and lumbering would be relieved at least of tariff duties on all 
instruments of production essential to their operation. In other words the vital 
interest of seven provinces in lower costs of production in primary industries 
compelled to sell their products in world markets would be given priority over 
considerations urged in support of the manufacture of these instruments of pro- 
duction in Canada behind a protective tariff. Similarly, a tariff policy with a true 
national objective would seem to call for the creation of a board such as a Federal 
Trade Commission which would be entrusted with the duty of hearing complaints 
of unfair competition and discrimination designed to undermine and destroy small 
industrial establishments catering to neighborhood or provincial markets. It is 
a truism that free competition in the sense of competition permitted by law has not 
always been fair competition. In Nova Scotia as well as in other provinces the 
road to large-scale production and the concentration of manufacturing in Ontario 
and Quebec has been strewn with the wreckage of small industries whose destruc- 
tion has involved a social loss and disturbance which by no means has been balanced 
always by a gain for the national economy. 


But these important elements in a national policy have been conspicuously 
lacking in the development of the Canadian tariff. Our tariff planning, if it 
can be called such, has lacked deliberation, has lacked proper co-ordination, and 
has failed to recognize the economic implications of a federal system of government 
We contend that a true national policy must take account not merely of the selection 
of industries, but must consider as well the inter-relations of industries, their 
regional distribution, and the social values to be kept in view in building up the 
economic framework of the nation. Especially in a federal state must these con- 
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siderations be kept in the foréground of national policy. In a state so organized 
the economic planning implied in the adoption of the protective system requires 
that attention be given to the effect of specific tariff duties on the economic and 
social welfare of its component provinces. This does not mean that any exact 
equality of development is within therange of practical achievement. It does mean _ 
that a decent approximation of equality of opportunity for development may fairly 
be demanded as a principle of federal equity. 


It cannot be emphasized too strongly that a federation is a different form of 
political organization from that of a unitary state. The fact that Canada is or- 
ganized as a federal state reinforces every argument in support of the regulation “ 
of industry and commerce for pre-determined social and political objectives. Had 
the provinces of British North America been welded into a legislative union, the 
Dominion today would constitute one political entity and the inhabitants of this 
section of the Dominion would have less valid grounds for complaint in the concen- 
tration of industrial activity at the centre in accordance with the principle of 
geographical specialization. Thege would have been one economy, that of the 
nation, to develop, and the gains accruing from the shifts of industry to new and 
more advantageous geographical locations would be conserved, it may be assumed, 
for the nation as a whole, being reflected in more buoyant revenues, lower taxation, 
and a higher level of prosperity for the Dominion. But the provinces were not 
welded into one. To quote Lord Watson’s well-known dictum in the Privy Council 
decision in “‘Liquidators of the Maritime Bank of Canada vs. The Receiver-General 
of New Brunswick’”’: ‘The object of the Act was neither to weld the provinces into 
one, nor to subordinate provincial governments to a central authority, but to create 
a federal government in which they should all be represented’. The provinces 
were formed into a federation. . As a consequence they retained their distinct char- 
acter, and continued to live an individual life within the new and larger political 
entity which by their common concessions they had helped to create. A federation 
is an association of provinces. Each member of the association retains its indivi- 
duality. Each has its own interests apart from the common interests of the associa- 
tion. The source of the political vitality of every province lies in its traditions, 
its social institutions, and its economic welfare. Each province, therefore, is com- 
pelled to give its utmost care to the maintenance of its distinct economy. Upon the 
character of its economic life depends its power to discharge faithfully the re- 
sponsibilities entrusted to it under the federal constitution. If its economic life 
is being steadily undermined and weakened it cannot fulfill its constitutional 
functions and preserve itself from gradual and humiliating extinction. Equally 
is it true that the strength of the federal association js the strength of its members. 
It becomes the duty of the stewards of the federal association to safeguard the 
social and political vigour and the economic welfare of its members, to prevent | 
exploitation of the weak by the strong, to compose internal differences as they 
arise, and to preserve relationships of justice and fair dealing which will prevent the 
gaining of disproportionate and unreasonable power and influence by some of its 
members at the expense of others. 
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CHAPTER XIII 


THE REMOVAL OR MITIGATION OF THE ECONOMIC DISABILITIES 
OF NOVA SCOTIA 


While the appraisal of the economic disabilities of Nova Scotia and the formu- 
lation of remedies or compensations for these disabilities are the major tasks assign- 
ed to this Commission, it has been thought desirable to indicate in this brief a 
number of remedial policies which are suggested by a consideration of the tariff 
burden or which fall broadly within the field of Dominion-Provincial relations. In- 
its hearings throughout the province and by its own investigations the Commission 
will be able to determine how far these proposals are practicable and to what ex- 
tent they are likely to operate to the advantage of Nova Scotia. 


The recommendation of special measures of relief for the disabilities of Nova 
Scotia within the fiscal structure of the Dominion must proceed (1) on the assump- 
tion that the protective features of the Canadian tariff will be removed or greatly “ 
reduced, or (2) on the assumption that the protective system will be continued in 
Canada for an indefinite period. 


It is submitted at the outset that a downward revision of the Canadian tariff 
would operate to the advantage of Nova Scotia, especially if such a policy were made 
the lever for securing larger markets for natural products in other countries. Such 
a reduction would diminish the unfavourable spread between consumers’ tariff costs 
and producers’ tariff subsidies, would mitigate the handicaps now operating on the 
primary industries of Nova Scotia, and would permit these industries to avail 
themselves of their geographical advantages in relation to foreign markets acces- 
sible by sea. Despite the industrial re-adjustments incident to a substantial re- 
duction in existing tariff schedules, it is believed that such a policy would be bene- 
ficial in its ultimate outcome to the economy of the province as a whole. It would ; 
not repair, however, the damage already done to the economic interests of Nova 
Scotia through the incidence of the tariff in former years. 


If the protective system is continued in Canada it can only be maintained with 
political justice as a constituent element of national economic planning, and must. 
be so modified and supplemented as to provide deliberately for the economic re- 
cuperation of those provinces which, like Nova Scotia, have been prejudiced by its 
operation during the past sixty years. Nova Scotia is entitled to claim on equit- 
able grounds that even under the regime of a protective tariff for Canada certain 
features of that system should be modified in order to remove the handicaps now 
resting on the primary and export industries of this province. It is submitted furth- 
er that in compensation for the progressive impoverishment of the economic life 
of Nova Scotia through the incidence of the tariff, the Dominion should undertake 
or share in developmental policies designed to assist in the growth or recuperation 
a industries for which Nova Scotia has natural advantages by virtue of resources or 
ocation. 
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MANUFACTURING 


The analysis of the trend of manufacturing in Nova Scotia during the past 
thirty years suggests that extensive manufacturing for the Canadian market is not 
capable of marked natural expansion within the boundaries of the present protective 
system. This conclusion is emphasized by the superficial evidence of abandoned 
factories in various communities of the province which were once the centres of 
great industrial activity. Factories once abandoned because of the pressure from 
competitors in Central Canada are not likely to be re-opened unless the terms of 
competition are greatly altered. It is necessary to recognize, moreover, that the 
existing concentration of manufacturing in Ontario and Quebec is based upon geo- 
graphical advantages in respect of a protected home market which can hardly be 
ignored by new industries seeking location in Canada. This concentration of manu- 
facturing in the central provinces, combined with the centralization of banking and 
financial establishments in the same area, has created a situation which affords ex- 
tensive economies of operation to industries in Ontario and Quebec which are denied 
to Nova Scotia. It is noteworthy that few new industrial establishments have 
been established in Nova Scotia in recent years, whereas numerous industries of 
this character have been established in Ontario and Quebec. New factories for the 
manufacture of automobiles, machinery, electrical appliances, radios, chemicals, 
etc., have gravitated naturally to the industrial centre of the Dominion. The old- 
established industries of Nova Scotia which have passed out of existence have not 
been replaced by these industries of the modern age. 


While the future of general manufacturing in Nova Scotia is subject to the 
limitations indicated above, it would appear that a promising field of development 
lies in manufacturing for export markets, or in small establishments such as wood- 
working, fish-processing and canning factories, which cater to export markets and 
the domestic market, and which are based upon primary industries for which the 
province possesses natural advantages. It is suggested that a survey of the op- 
portunities afforded by Nova Scotia for the manufacture of the by-products of its 
natural resources should be undertaken by the National Research Council in co- 
operation with other branches of the Department of Trade and Commerce, and the 
appropriate departments of the Provincial Government. An investigation of this 
character would provide the basis for the active promotion of industries for which 
the province was found to possess peculiar advantages in relation either to the 
Canadian market or to foreign markets. In this connection it will be useful to 
examine the possibilities of manufacturing for export within a free trade zone which 
might be established within the area of a free port in Nova Scotia. 


The heavy industries which still survive in Nova Scotia are engaged chiefly 
in the manufacture of iron and steel and rolling stock for railways. The capacity 
of these plants has been developed well beyond the requirements of the market of- 
fered by the Maritime Provinces. If they are to continue to exist in the face of 
competition from similar industries in Ontario and Quebec, it would appear to be 
necessary to bring them within the regime of a rationalized iron and steel industry 
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for the Dominion. The Dominion Government, through its control of public works, . 
through its ownership of one railway system, and its close association with the other, 

is in a position to use its influence to secure an equitable distribution of the heavy 

iron and steel and rolling stock requirements of the country. It is submitted that 

if the protective system is maintained in Canada these few surviving heavy industries 

in Nova Scotia are entitled to this consideration. 


Attention has been directed in an earlier section of this brief to the advisability 
of setting up a board or tribunal which shall have the power to investigate complaints | 
of unfair competition and of trade practices designed to force competitors out of 
business in a given market. Evidence brought before the special parliamentary com 
mittee on price spreads and mass buying during the past year emphasizes the neces- 
sity for such a tribunal. There is good reason to believe that Nova Scotia manu- 
facturers have suffered from such practices in past years and in some cases have 
been forced out of business as a consequence. If the manufacturer which still op- 
erate in the province are to survive it is essential that they shall be safeguarded 
against uneconomic and destructive competition. 


THE PRIMARY INDUSTRIES OF NOVA SCOTIA 


The dubious prospect of any marked expansion of manufacturing in Nova 
Scotia within the present protective system makes it all the more necessary to 
focus attention on the recuperation of the primary industries of the province. In 
the development of these industries—mining, fishing, lumbering, and agriculture— 
lies the best hope of the future economic welfare of Nova Scotia. Of these indus- 
tries only coal-mining may be said to depend directly and substantially upon the 
protected home market. The others have been severely handicapped in their 
growth by the incidence of the protective tariff. 


DEVELOPMENTAL ASSISTANCE EXTENDED TO THE COAL INDUSTRY 
OF NOVA SCOTIA 


Attention has already been directed to the assistance given to the coal industry 
of Nova Scotia by the customs tariff. More recently the Dominion Government 
has undertaken a further form of assistance through transportation subventions 
within the terms of a National Fuel Policy. 


In June, 1926, the following resolution was passed unanimously at an Inter- 
provincial Conference of Premiers at Ottawa, all provinces being represented but 
Alberta, which, being a coal producing province, would naturally have given its en- 
dorsement had its representative been present. 


“This Conference, recognizing that the coal fields of the Dominion are 
capable of producing ample fuel for its domestic and industrial purposes, that 
Canada imports annually 15,000,000 tons of coal at a cost to our people of many 
millions, and that the national interests demand that the coal industry should 
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be stabilized and further developed to ensure the use of the Canadian pro- 
ducts, is of opinion that the Government of Canada should take immediate 
steps to ensure the establishment of coking plants in the large centres of popu- 
lation, and the adoption of such other measures by the Dominion as will en- 
able Canadian coals to be marketed in the central parts of Canada, thus aiding 
in the development of inter-provincial trade and utilizing to the fullest possible 
extent one of our most important natural resources.” 


The Royal Commission on Maritime Claims made an inquiry into the merits 
of transportation subventions on coal as means of enlarging the market in Central 
Canada, and reported as follows: 


“With regard to the allied industries of coal and steel, much evidence was 
given to us as to the great handicap which rests upon Nova Scotia industrially 
as the result of the high cost of rail carriage. So far as steel is concerned, the 
features in regard to their transportation are sufficiently covered by what we 
have said under the general heading of transportation. 


“Tn regard to coal, a special feature was raised which has a two-fold aspect. 
The volume of sales of Nova Scotia coal in the St. Lawrence is limited at pres- 
ent to points of discharge for water-borne coal. The advantage of the moder- 
erate cost of water transportation is, it is stated, nullified so far as western fur- 
therance is concerned, by the rail rates from Montreal to points conveniently 
near being charged on a short haul mileage rate, whereas coal coming from the 
United States has the advantage of a long haul mileage rate. To illustrate the 
incidence of present rate, the case was cited of the coal rate from Montreal to 
Ottawa, which is $1.80 per ton for a haul of 117 miles, this being almost twice 
the cost of water transportation from Sydney to Montreal, approximately a 
distance of 850 miles. 


It was suggested that by a lower cost of rail carriage for Nova Scotia coal 
ex-vessel at St. Lawrence ports—such a lower rate, for example, as would apply 
to the short rail haul if the water distance were regarded by the railways as if 
it were rail distance—inland furtherance would be considerably facilitated. 
In so far as this point stands by itself it is obviously a subject matter properly 
to be dealt with by the railways and by the Railway Commission. 


The limitation of the distribution of Nova Scotia coal ex-vessel at St. 
Lawrence ports was, however, recognized in the action taken by Parliament in 
the session of 1924 when a subvention was made payable to the railway com- 
panies carrying coal, conditional upon a reduction in the then existing rail rates. 
The effect of this was to relieve the cost of railway carriage, partly at the ex- 
pense of the Dominion and partly at the expense of the railway. Unfortunately 
the completion of the arrangements took place at a time of year when it was not 
possible to take full advantage of it, with the result that although Parliament 
voted up to $150,000, only $9,853 were actually spent. A committee of Parlia- 
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ment which sat during the session of 1926 recommended that early consideration 
should be given by the Government to the advisability of renewing the sub- 
vention, and we would respectfully support that recommendation. 


On the subject of a broader Dominion coal policy, several representations 
were made to us. The representations relate to the development of a wide 
market in Central Canada for the coal output of the Dominion, and have from 
time to time been submitted, not only to the Dominion Government, but to 
commissions and committees dealing with the subject. There is, first, the 
question of coking plants.”’ 


Subsequently in the years 1928-1932, a series of Orders-in-Council has ex- 
tended the subventions on movements of Nova Scotia coal. The following tables 
present information of the assistance provided under the several Orders-in-Council 
the movements of coal under the subvention, and the cost to the government of 


such movements: 
NOVA SCOTIA MOVEMENTS 


Order Maximum 
in per 
Council Assistance provided Net Ton 
P.C. 539 (A) $3.00 blanket rate, all rail 
1928-1931 (B) 1/5 of Ic per ton to Quebec's: Ontario ss... . Ae eee 
PROM I300 17901 le to Quebec. cepaiyc ea | ott ane) eae “15 
1931—1932 U8 Ot 1c to Ontario: cece) oii et. 1 en eT 
Tit Gt TerAll Rails te, gee tea eRe in ces 
PC. 1048 179.00 le-to;Ouebecn, sc cree Leet Ve) en 15 
1932 173 of. lesto Ontario «Ve asseeay ber tale 2 a aan er 
1/7 Of LcUAtyRailsey Aang aol. Ae ee, ae Pee a art 
P. C. 1676 Eortonded ‘the Viicall year sac is ts reese ees 
1932 
PuG, 1048 $1.00 water rate west of Montreal 
1932 TiS. of le inland. cele. Spreedi «tant eee Gone Aaa een eae 
Railway coal; difference in price.................. i ROO 
re on 944 Coal for coke; difference in DLICE pico Sat a ee eT Gy 
32 
Movements 
Calendar Net Tons ee Gestate Cost per 
Year Moved Government Net Ton 
1928 114,008 $ 65,749.40 $0. 576 
1929 304,533 205,666.05 0.675 
1930 372,056 214,778.60 OF OL7, 
L931 401,597 225,138.08 0.561 
1932 703,691 538,110.16 0.765 
1933 1,482,971 1,476,951. 60 0.996 


3 378 846 $2,726,393. 89 
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In any appraisal of the assistance given by subventions to the coal industry 
of Nova Scotia it must be recognized that the policy of subventions was not extended 
exclusively to the coal mines of this province but was adopted as an integral part of a 
national fuel policy which comprehended as well the coal areas of other provinces 
of the Dominion. 


The experience of the past few years has proved, nevertheless, that the sub- 
ventions have rendered great assistance to the coal industry of Nova Scotia during 
a very critical period in its history. Even with the support of these subventions 
there has been a marked decline of employment in the colliery areas of the province, 
and the future of the industry would appear to depend upon a continuance and 
extension of the subventions granted to assist the movement of Nova Scotia coal 
into the industrial markets of Central Canada. 


It must be conceded that under a free trade policy or a policy of tariff for 
revenue only, the coal mining industry of this province would have no equitable 
claim to the assistance extended to it by tariff duties and subventions. When it is 
remembered, however, that the subventions are of very recent origin, whereas the 
economy of the province has been under the burden of the general incidence of the 
tariff for a period of fifty-five years, and having regard to the importance of the coal 
industry to the province both as one of its major resources and one of its chief 
sources of revenue through royalties, it may be urged that the assistance given to 
the coal industry is but a partial compensation for the injury suffered by the eco- 
nomy of the province under the fiscal system of the Dominion. If the protective 
system is maintained without important modifications, it may reasonably be con- 
tended that the policy of subventions should be developed further within the terms 
of a National Fuel Policy. 


It is submitted also that the growing substitution of coal energy by hydro- 
electric power and oil makesit necessary to investigate the possibilities of the con- 
version of coal into motor fuel..Experimentation in this direction through government 
subsidies has already been instituted in Great Britain, Germany, and Australia, 
and quite recently the possibilities of Alberta coal for hydrogenation have been 
studied by the National Research Council in Canada. While the analysis of some 
Nova Scotia coals suggests that they are not suitable for this process of conversion, 
it is proposed that a thorough survey should be undertaken by the National Re- 
search Council in co-operation with the Dominion Fuel Board in order to determine 
the suitability of Nova Scotia coals for conversion into motor fuel and the costs 
involved in this process. 


AGRICULTURE 
Agricultural producers in Nova Scotia have three potential markets: 


(1) The industrial markets of Central Canada. 
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(2) The immediate home market within the province or the larger area of the 
Maritime Provinces. 


(8) Foreign markets. 


Past experience suggests that the agricultural products of Nova Scotia, with 
a few notable exceptions, have little prospect of entering the industrial market of 
Central Canada unless assisted by special freight rates. The trading relationship 
in agricultural commodities as between Nova Scotia and the larger provinces to the 
west is significantly different from that which exists, for example, between New 
England and the southern portion of the United States. There we find a basis for 
a mutually advantageous exchange arising from a differentiation of crops resulting 
from variations in climatic conditions. In Canada, the provinces are all in sub- 
stantially the same climatic zone, and all raise the same farm products for the most 
part, although the proportions vary in accordance with differences in the character 
of the soil and changes in habits of consumption. Ontario and Quebec, in fact, 
have a distinct advantage over the other provinces in the possession of areas es- 
pecially adapted to the production of early fruits, vegetables, and tobacco; viz., 
the Niagara Peninsula and Southern Quebec. On the face of it, when the agri- 
cultural products of Nova Scotia are compared with those of Ontario and Quebec, 
it would appear that the similarity of the commodities produced taken together 
with the long rail haul to the Central Canadian market would reduce the movement 
of Nova Scotia products to that market to very narrow proportions. Moreover, 
when we consider the absolute advantage enjoyed by Ontario and Quebec in the 
production of early fruits and vegetables we would expect to find, and do find, that 
on balance Nova Scotia imports a much larger value of agricultural products from 
Ontario and Quebec then she exports to these markets. 


The expansion of the home market for Nova Scotia agricultural products would 
seem to depend upon (1) an enlargement of manufacturing activity in the province, 
(2) a seasonal increase in its population through the influx of tourists, (3) substan- 
tially lower costs of production, and (4) improved methods of marketing organiza- 
tion. It has already been pointed out that there is a meagre prospect of any marked 
increase of manufacturing in Nova Scotia. The best hope for the expansion of the 
home market for Nova Scotia agricultural products lies, therefore, in the develop- 
ment of the tourist trade, and in lower transportation and tariff costs bearing on 
mill feeds and instruments of production. The tabulation of agricultural products 
brought into Nova Scotia from other provinces of the Dominion suggests that in 
some important branches of agricultural production the possibilities of the im- 
mediate home market have not been realized by the farmers of this province. This 
situation may be rectified in considerable measure by an improved marketing or- 
ganization and the promotion of selected crops and livestock production by the 
provincial Department of Agriculture. It has been represented, however, that in 
respect of certain items of agricultural imports from other provinces, there is suffi- 
cient evidence to raise a suspicion that Nova Scotia has been used as a slaughter 
market by dealers in Montreal and Toronto. It is alleged that producers of early 
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fruits and vegetables in Nova Scotia are prevented from realizing satisfactory prices 
owing to supplies placed on the market from Ontario and Quebec, where early fruits 
and vegetables ripen several weeks earlier than in this province. Producers of 
these commodities in Ontario and Quebec, it is contended, are enabled to realize 
higher prices for first arrivals on the market .by reason of the seasonal tariff on early 
fruits and vegetables directed against imports from the United States. When this 
seasonal tariff expires American supplies come on the markets of Ontario and 
Quebec and dealers in these provinces dispose of surplus stocks in Nova Scotia and 
the Maritime Provinces, at prices which depress the early market for domestic 
fruits and vegetables in this province. It is difficult to secure conclusive evidence 
of this practice which may be described as “‘internal dumping’’. It is submitted, 
nevertheless, that this phase of marketing is worthy of investigation, and that some 
tribunal of the character of the Federal Trade Commission of the United States 
should take cognizatce of this situation and ensure that there shall be no unfair 
methods used in the marketing of domestic fruits and vegetables. 


The sale of Nova Scotia agricultural products in the highly competitive markets 
of foreign countries can only be extended materially by lower costs of production 
through the reduction of tariff duties on farm machinery, mill feeds, motor trucks, 
etc. Further assistance may be granted to the agricultural industry in respect 
of foreign markets by trade treaties designed especially to find an outlet for the 
agricultural production of this province. In this connection it is needless to empha- 
Size the great advantages which would accrue to mixed farming in Nova Scotia 
through the negotiation of a reciprocity treaty with the United States. 


THE RELIEF OF EXPORT INDUSTRIES 


It has been emphasized at various points in this submission that except for 
coal-mining, the primary industries of Nova Scotia depend largely upon export 
markets for the disposal of their products. The important apple-growing industry, 
fishing, and lumbering are at present the outstanding export industries of the pro- 
vince. It is estimated conservatively that 80% of the total production of these 
industries under normal conditions is marketed in foreign countries. 


The ability of export industries to market their products profitably against 
world competition depends upon their costs of production as compared with costs 
prevailing in competing countries. Tariff duties on instruments and materials of 
production form an important element in the costs of these industries in Nova 
Scotia. The recognition of this fact compels an investigation of ways and means 
of removing or reducing the burden of tariff costs on the export industries of the 
province. 


It has been urged previously that the economic welfare of the primary industries 
of Nova Scotia would be served by the removal from the Canadian tariff of all 
duties on instruments of production. It is conceivable, however, that the vested 
interest of other provinces of the Dominion in the manufacture of instruments of 
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production may present an obstacle to the adoption of a general policy which would 
clearly be to the advantage of Nova Scotia. If it should prove to be impracticable 
to remove or substantially reduce the duties in the Canadian Customs Tariff now 
bearing on instruments of production, it becomes necessary to consider the possi- 
bility of special relief to the export industries of this province. One method of 
relief which has provoked considerable discussion in recent years is that of a regional 
tariff. It cannot be said that any concrete proposals have emérged out of this 
discussion. The difficulties which surround the subject are indicated by the Report 
of a Special Committee of the Maritime Board of Trade, which was submitted at 
its Annual Meeting on Nov. 8 and 9, 1933. The relevant paragraphs of this Report 
are as follows: 


‘At our last Annual Meeting, the matter of a Regional Tariff forthe Mari- 
times was suggested by the Yarmouth Board of Trade as worthy of study. 
Then, at the meeting of our Executive at Moncton, on 1st March last, Mr. 
Seymour Baker, of Yarmouth, submitted a Resolution suggesting systematic 
study of the subject which was recognized as very complex and far-reaching ;— 
and, to that end, His Worship, Mayor C. H. Blakeny of Moncton, Mr. Seymour 
Baker and your Honorary Secretary, (F. MacLure Scianders)were appointed a 
Special Committee with instructions to submit their report at this Annual Meet- 
ing. 


Since appointment, the Special Committee has devoted considerable 
thought to the subject, and now begs to report as follows: t 

The first difficulty encountered by the Committee was the lack of any 
clean-cut definition of what was actually meant by the term “Regional Tariff’’. 
In this regard, such ideas as had been expressed were not sufficiently cry- 
stallized to provide any foundation upon which something more definite could 
be constructed. Nevertheless, the Regional Tariff idea was apparently sug- 
gested by the fact that over eighty percent of the entire industrial investment 
of our great country is concentrated in its two Central Provinces—Ontario and 
Quebec—just as are practically all other economic development factors. 


Naturally, this circumstance placed a serious handicap upon all Maritime 
commercial enterprises and especially upon Maritime industry which found 
it hard to compete—even in its own market—with the mass production of 
much larger Central Canadian plants. 


Further, and in order to protect Central Canadian industries, the Mari- 
times were compelled to pay very much higher prices for industrial commodi- 
ties than would be the case did they control their own Customs. For instance, 
it has been estimated that the protection given to a few Ontario plants, meant 
an extra cost of at least $20,000,000 on the motor vehicles now registered in 
the three Maritime Provinces. 
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Then, too, the concentration of over eight-tenths of Canada’s total in- 
dustrial investment in Ontario and Quebec, meant that these two Central 
Provinces derived over eighty percent of the total benefit of the Canadian 
Protective Tariff with all the other advantages such as employment, payroll, 
etc., etc., consequent thereto. Indeed, everything seems to be so thoroughly 
lop-sided with the Maritimes at the light end. 


Again, as is generally conceded, the natural flow of commerce is north 
and south; not east and west: Therefore, the logical markets of the Maritimes 
are in the neighboring United States with which, prior to Confederation, the 
Maritimes conducted a large and lucrative commerce. Doubtless, the Region- 
al Tariff suggestion involved the possibility of some reciprocal trade arrange- 
ment between the Maritimes and the United States,—for instance, in lumber, 
fish and agricultural products,—which—as will be shown later—was a matter 
recommended by the Duncan Commission as worthy of study by the Dominion 
Government. 


It might be, too, that the idea of Regional Tariff involved a recognition 
of the strategic geographical location of the Maritimes in relation to world 
trade; and there might be some system of Customs Drawbacks to Maritime 
manufacturers using imported raw material and catering for the domestic 
market, so that, through such drawbacks, the geographical handicap of the 
Maritimes in relation to the more populous portions of Canada, might be 
removed or modified. At present, a drawback of 99% of the Canadian import 
duty is granted on foreign raw material that is exported from Canada to any 
country, in fabricated form. 


There appears to be a strong feeling that the Maritimes should not lose 
every commercial and industrial advantage of their geographical location on 
the sea,—and, more especially, with regard to their commerce with Great 
Britain. Certainly, it cannot be denied that, but for the National Protective 
Tariff, the cost of living in the Maritimes—by reason of their seaboard loca- 
tion—would be the lowest in this Dominion, whereas it is now the highest, 
notwithstanding the fact that the per capita buying power of the Maritimes 
is the smallest in this Federation. Thus, we labor under a double-edged dis- 
advantage. 


At any rate, it seemed to your Committee that the pressing need for a marked 
improvement in Maritime economic conditions inspired the suggestion that 
a Regional Tariff would provide a practical means to that end. 


Speaking dispassionately, we believe it to be a simple statement of fact that, 
with the passing of time, it becomes even more evident, from an economic 
standpoint, that the federation of the Maritimes with other Provinces of this 
Dominion is an illogical and artificial circumstance. Were it not, the Mari- 
times assuredly would have participated reasonably, at least, in the progress 
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and prosperity so characteristic of every other section of Canada, particularly 
during the past two or three decades. 


Your Committee realized that any introduction of Regional Tariff, no 
matter in what form, might have disrupting consequences of far-reaching 
nature. Therefore. the aim of your Committee has been to crystallize some 
scheme or system involving the minimum of disruption. It is also recognized 
that, were the Maritimes granted a Regional Tariff, similar demands would 
follow from other sections of the Dominion where conditions differ totally 
from those under which our Provinces have struggled for so long. As a con- 
sequence, serious cleavages would seem inevitable. Nevertheless, it is sub- 
mitted that there are circumstances under which National sentiment should 
not totally obscure these reasonable rights and interests that are nearer to 
our own hearths and homes. 


Your Committee regrets that notwithstanding the effort so sincerely 
devoted to this subject, it does not feel in a position, as yet, to submit any 
concrete ideas or suggestions. In this respect, might we add that Sir Andrew 
Duncan found himself in much the same position with regard to the same 
matter which he had studied very carefully, as indicated in the first paragraph, 
page 34, of his Report on Maritime Claims, from which we quote as follows: 


‘“Tt is true that certain witnesses expressed doubt as to whether the Do- 
minion authorities were prepared, in shaping and administering the gen- 
eral policies of the Dominion, to take regard of Maritime interests, and 
that it might be that these interests would not be safeguarded unless ar- 
rangements were made for the Provinces to have control of their own 
customs and trade policy. On this latter suggestion, the evidence did not 
satisfy us that either the steps that couid be taken, or the results that 
could be achieved by any such course, had been seriously thought out; 
nor do we believe, and we have given much thought to the subject, that, within 
either the spirit or the structure of Confederation, the suggestion con- 
tains a workable scheme.”’ 


In the paragraph that follows the above, Sir Andrew makes certain sig- 
nificant remarks: It was contended by witnesses appearing before the Duncan 
Commission that the Dominion authorities were so busy developing other 
portions of the country that Maritime interests were being neglected, and par- 
ticularly such as concerned Maritime natural resources. Here is what Sir 
Andrew said: 


‘We do not ourselves feel it right to express a final view on the proposal for 
mutual trade treaties for forest products and fish since that would take us 
too far beyond the Terms of Reference, there being other Provinces, whose 
interests in these natural products are considerable also—But we do not 
see that there can be any prejudice to broad Dominion interests by the 
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Federal Government giving specific consideration to this proposal. Furth- 
er, we feel that in broad Dominion interests a matter which so vitally af- 
fects basic products that are of paramount importance to the Maritime 
Provinces must be looked at quite definitely and specifically with a view 
to a deliberate decision being taken. We recommend, therefore, that the 
Dominion Government should apply its mind to the proposition in the 
light of Maritime Province interests, and having regard also to the posi- 
tion of other provinces concerned with these same products, and to the 
Dominion interests generally.’ 


We have thought it well to quote these two extracts from the Duncan Re- 
port. The first indicates that the Duncan Commission gave considerable 
thought to the subject of Regional Tariff; but were unable to conceive a work- 
able scheme. In the second quotation, the Commission recommends that the 
Dominion Government seriously consider the matter of Mutual Trade Treaties, 
‘in the light of Maritime Province interests.’ 


We submit that this is o very stznificant Duncan Recommendation. And, 
we, respectfully suggest that ‘Mutual Trade Treaties’ are not totally alien to 
Regional Tariff.’ 


As suggested in this report there are formidable difficulties in the application 
of the principle of a regional tariff to the Canadian federation. The objections are 
partly political and partly administrative in character. Obviously there would be 
ereat difficulty in reconciling regiona! tariffs with the political unity of the Dominion 
If a regional tariff were adopted, moreover, in relation to Nova Scotia, under which 
all goods were admitted to this province free of duty under the British Preference, 
there would be the necessity of a customs examination of all goods carried from Nova 
Scotia to the other provinces of the Dominion. The other provinces, at the same 
time, would be disinclined to maintain duties and subventions on coal or to accept 
goods of Nova Scotia production free of duty. 


When these objections are acknowledged, however, it still remains true that 
the position of the export industries of Nova Scotia is such as to entitle them on 
equitable grounds to a special measure of relief from the tariff. It is suggested 
that a solution may be found by distinguishing between producers’ goods and con- 
sumers’ goods, and by granting tariff concessions on producers’ goods brought 
into Nova Scotia through the medium of drawbacks of the customs duties actually 
imposed by the Canadian tariff. 


The justification of such a measure of relief for the export industries of Nova 
Scotia can best be illustrated by reference to the apple-growing industry of the 
Annapolis Valley. From 80% to 85% of the Nova Scotia apple crop is sent abroad 
chiefly to the British market. It is evident that the maximum benefit derived 
by this industry from the protected home market extends only to 20% of its total 
production. It is obliged to meet world competition in respect of 80% of its pro- 
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duction. Assuming that there is a measure of justice in compelling apple-growers 
of Ontario to bear their share of the cost of maintaining their domestic apple market 
by submitting to tariff duties on various types of horticultural machinery and in- 
secticides, it does not appear to be unreasonable that the apple-growers of Nova 
Scotia who are almost wholly dependent upon the export market should be relieved 
of duties on insecticides and horticultural machinery to the extent of 80% of the 
duties imposed under the Canadian tariff. This relief, while suggesting a form of 
regional tariff, and while being in fact a measure of regional relief from the incidence 
of the tariff, would be less objectionable from an administrative standpoint than a 
separate schedule of duties applicable to this province, and would have the addi- 
tional merit of being merely an extension cf a principle in respect of drawbacks 
which is now incorporated in the Customs Taritf of the Dominion for the encourage- 
ment of certain forms of manufacturing. 


The claims of the apple industry cf Nova Scotia for relief from the tariff are in- 
contestable. An example of the tariff costs it is now compelled to bear may be 
cited. The tariff duty on the type of spraying machine which is used extensively 
by the apple-growers of the Annapolis Valley is about $200.00. In other words the 
spraying machine would cost about $200.00 less to the purchaser if the duty were 
removed. The use of spraying machines is of vital importance to the quality of 
the apple crop of Nova Scotia. Especially is this so in view of the recent restric- 
tions placed upon second-grade fruit by the British market. Yet in the face of this 
necessity for up-to-date and efficient spraying machinery it is acknowledged by 
representative apple-growers that much of the spraying machinery now in use in 
the Annapolis Valley is obsolete or inefficient. 


What has been said of spraying machines is also true of other instruments of 
production related to the apple industry such as apple-graders, pre-cooling plants, 
evaporating and canning equipment, and motor trucks. In the Supplementary 
Report issued by the Royal Commission on The Apple Industry of Nova Scotia in 
1930, the need for a larger number of pre-cooling and cold storage plants was 
strongly emphasized. The need for apple-graders and motor trucks for trans- 
port is also imperative. In respect of this equipment the tariff constitutes a 
heavy burden upon the apple industry of the province. There is a compelling need 
for relief from these costs of production if the industry is to maintain or expand its 
position in foreign markets. 


The arguments supporting the relief of the apple industry of Nova Scotia 
through the medium of tariff drawbacks apply with equal force to the fishing and 
lumbering industries of the province. If these export industries are to flourish 
they must be relieved so far as possible of costs of production attributable to the 
tariff. The competition in these branches of production is particularly keen in 
world markets. In resources and location these industries of Nova Scotia are high- 
ly favoured by natural advantages. Their progress has been impeded by the arti- 
ficial handicaps imposed upon them through the incidence of the tariff. 
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It has been suggested that regional relief from tariff costs on producers’ goods 
through the medium of drawbacks is open to less objection on the ground of admin- 
istration than would be the case with a regional tariff. It has been pointed out 
that the principle of drawbacks has already been adopted in the Customs Tariff 
for the encouragement of certain forms of manufacturing. Schedule ‘B” of the 
Canadian Customs Tariff contains some fifty items upon which the drawback 
granted to manufacturers vary from 25% to 99% of the duties actually imposed by 
the tariff. It is difficult to see why there should be greater dangers of abuse and 
fraud in the administration of drawbacks on the instruments of production of the 
export industries of Nova Scotia than now exist in respect of the materials upon 
which drawbacks have been granted to manufacturers. For the most part the in- 
struments of production, such as agricultural machinery, mill machinery, motor 
trucks, etc., are of a character which would preclude the likelihood of their being re- 
sold in other parts of the Dominion. Special precautions and methods of identifi- 
cation could also be applied to goods purchased under the drawback provisions. 
Articles on which drawbacks were granted to bona-fide fishermen might well be pur- 
chased through registered co-operatives whose books would be open to inspection 
by officials of the Department of National Revenue. Certainly the objections to 
drawbacks as a measure of regional relief to the export industries of Nova Scotia 
would appear to have far less weight than the administrative objections to a regional 
tariff in the form of a separate free list or separate schedule of duties applicable solely 
to this province. 


It is recognized that this proposed measure of relief for the export industries of 
Nova Scotia presents features which call for a much more detailed examination 
than has been suggested in the considerations which have been urged in its support. 
It is submitted to this Commission as one possible approach to the difficult problem 
of finding a remedy for the disabilities of Nova Scotia under the protective tariff 
which is compatible with the maintenance of the political unity of the Dominion. 


THE DEVELOPMENT OF THE TOURIST INDUSTRY THROUGH 
DOMINION AID FOR THE CONSTRUCTION OF 
HARD-SURFACED HIGHWAYS 


It has been contended that the Dominion Government, as a compensation for 
the impoverishment of the economic life of the province through the incidence of the 
tariff, should undertake developmental works designed to assist in the growth or 
recuperation of industries for which this province has natural advantages by virtue 
of resources of location. Attention has been directed to assistance given by the 
Dominion Government towards the development of one of the basic industries of 
the province through the medium of subventions for the movement of coal into the 
industrial markets of Central Canada. 


Another field of enterprise in Nova Scotia which may be stimulated greatly by 
assistance from the Dominion Government is the tourist industry which has lately 
been under investigation by a special committee of the Canadian Senate. It has 
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been pointed out that the domestic market for Nova Scotia agricultural products 
can only be expanded by an increase in its manufacturing population, or by an in- 
flux of tourists. It has been indicated that an increase in the manufacturing popu- 
lation is highly improbable under existing conditions. The latest census figures 
show that from 1921 to 1981 there was a loss of population in Nova Scotia of 10,991 
persons. Past experience and the unfavorable position of the province for manu- 
facturing in relation to the Canadian market suggests that there is little likelihood 
of immigration on an important scale. Under these conditions the only apparent 
means of expanding the domestic market for agricultural products is by increasing 
the temporary population of the province during the summer months. That the 
temporary increase has even now reached substantial proportions is indicated by 
the following figures, supplied by the Bureau of Information of the Department of 
Highways. This statement shows the number of tourist motor cars that came 
into Nova Scotia at various points of entry from the year 1922 to the year 1933 in- 
clusive: 


Year No. of Tourist Motor Cars 
192? 1,958 

1923 3,870 

1924 9,800 

1925 11,950 

1926 13,096 

1927 20,890 

1928 Dole 

1929 ZOvalO 

1930 31,548 

19Sts 37,666 (May 15-Oct. 15) 
1932 30,939 do 

1933 26,479 do 


In 1928 a questionnaire was distributed to outgoing motor tourists during the 
season. A large percentage of these cards was filled out and returned. An analysis 
of these reports shows that in that year the average mileage of the motor tourist 
within the province was 687 miles; the average length of stay was eleven days; 
the average number in each car was 4.. Of those who made returns 20% stayed at 
tourist camps or with friends, and 80% sojourned at hotels. 


It is apparent from these figures that in 1928, for a period of eleven days, the 
consuming population of the province was increased by more than 100,000 persons 
by the motor tourist traffic. The figure does not include arrivals by steamship and 
railway. With these included the addition to the summer population of the prov- 
ince would greatly exceed 100,000. The possibilities of still further development 
are self-evident. 


The unique advantages of Nova Scotia for tourist travel are well-known. Its 
position on the Atlantic seaboard, its scenic attractions, its rapid steamship connec- 
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tions with New York and Boston, its cool summer temperature; all have contributed 
to make it an ideal resort for the summer months. Within recent years the hotel 
accommodations of the province have been greatly improved through the enter- 
prise of the Canadian Pacific and Canadian National Railways, representing an 
investment of several million dollars. 


The tourist business, it must be noted, is highly competitive, and depends not 
only upon natural scenic attractions, but also upon the comforts available to those 
who travel. The one disadvantage under which Nova Scotia labours in respect of 
the tourist trade is the dust menace on its highways. The evidence is rapidly ac- 
cumulating to show that the discomfort experienced by travellers on the gravel 
highways of the province is becoming a serious deterrent to the tourist trade. The 
Highways Department, over a period of years, has resorted to every available ex- 
pedient for the removal of this nuisance, but the treatment of roads for the avoid- 
ance of dust is so expensive and on the whole so unsatisfactory that the problem 
has assumed serious proportions. 


The only effective means of conserving the tourist trade would appear to be a 
program of hard-surfacing which eventually would extend to all the main trunk high- 
ways of the province, but could begin with the highways bearing a special relation 
to incoming tourist traffic from the United States and from other provinces of Can- 
ada. Thus far the Highways Department of Nova Scotia has found it impossible 
to finance the building of hard-surfaced highways on any considerable scale. The 
financial burdens of the province, as will be indicated later, are such as to preclude 
large capital expenditures for the purpose, although a beginning has been made on a 
long-term plan during the current year. It is submitted that no additional develop- 
mental work undertaken by the Dominion in Nova Scotia would be more stimulat- 
ing to the general economic welfare of the province than a program of hard-surfac- 
ing of selected highways in the province for the direct encouragement of the tourist 
trade. This program might either take the form of hard-surfacing by the Dominion 
of that portion of the Trans-Canada highway extending from the New Brunswick 
boundary to Sydney, or co-operation with the Government of the province in the 
hard-surfacing of selected routes having a special relation to incoming tourist traffic 
from the United States and other provinces of Canada. 


THE TRANSPORTATION HANDICAP AND THE MARITIME 
FREIGHT RATES ACT 


Reference bas been made in a previous section of this submission to the inter- 
relation of tariff policy and transportation handicaps. It has been emphasized 
that high transportation costs on such heavy commodities as automobiles, motor- 
trucks, machinery, cement, etc., have placed producers in the province under a 
severe handicap in meeting competition from producers more favourably situated 
in relation to the centre of manufacturing activity in Ontario and Quebec. An 
interesting proposal for the alleviation of this disability was made in the editorial 
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column of the ‘‘Telegraph-Journal’’ of Saint John, on January 20, 1934. The 
following quotation will serve to indicate the nature of the proposal: 


‘All articles manufactured in this country under a protective tariff should 
be sold f. 0. b. point of delivery; that is to say, at a uniform price through this 
country. That would mean that a little higher charge would have to be made 
to those persons living in the community in which any particular article is 
manufactured, and the freight charged to other parts of Canada would be ab- 
sorbed by the manufacturer........What we propose, therefore is that a 
policy which is not unknown to many manufacturers, including practically all 
of those in the Maritime Provinces, and doubtless those of the West, should 
be adopted as a general policy by Canada. Every province in Canada should 
be permitted to buy Canadian manufactured goods at a uniform price. The 
Government can reasonably insist that manufacturers who are not prepared 
to sell at uniform prices be denied the advantages of tariff schedule.” 


While the adoption of this proposal in respect of all goods enjoying tariff pro- 
tection might not be feasible, it is submitted that it is deserving of great consider- 
ation in respect of those heavy commodities which enter largely into the costs of 
producers. At the least, it is a concrete proposal which might well be explored as 
one means of relief from the transportation handicap suffered by Nova Scotia by 
reason of its great distance from the centres of manufacturing in the Dominion. 


THE MARITIME FREIGHT RATES ACT ; 


An earlier reference has been made to the Maritime Freight Rates Act, 1927, 
which implemented in part the recommendations of the Royal Commission on Mari- 
time Claims on the subject of transportation and freight rates. This recommenda- 
tion and the considerations which lay behind it are set out succinctly in Section II 
of the Report of the Commission, as follows: 


7. Maritime Railways. 


‘For all practical purposes, the rail transportation services of Nova Scotia 
and Prince Edward Island are controlled by the Canadian National Railways. 
The other great transcontinental system, the Canadian Pacific Railway, has 
its Atlantic terminus at St. John, N. B., and serves the Province of New 
Brunswick jn direct line, and on small branches. The Canadian National 
Railways also have a main line direct through New Brunswick, and handle the 
greater portion of the tonnage of the three Maritime Provinces taken together 
—for example, it is estimated that the system handles between 70 percent 
and 80 percent of the total tonnage of the three provinces. Partly for this 
reason, and partly also on account of the history of the Intercolonial Railway 
(which forms the greater part of the Maritimes portion of the Canadian Nation- 
al Railways), evidence submitted to us related almost entirely to the Canadian 
National Railways system. 
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8. History of Intercolonial Railway. 


The construction of the Intercolonial Railway was an obligation placed 
upon the Dominion Government by Section 145 of the British North America 
Act, 1867, which reads as follows: 


‘Inasmuch as the Provinces of Canada, Nova Scotia and New Brunswick 
have joined in a Declaration that the construction of the Intercolonial 
Railway is essential to the Consolidation of the Untion of British North 
America, and to the Assent thereto of Nova Scotia and New Brunswick 
and have consequently agreed that provision should be made for its im- 
mediate construction by the Government of Canada: . Therefore, in order 
to give effect to that Agreement, it shall be the duty of the Government 
and Parliament of Canada to provide for the commencement within six 
months after the Union, of a railway connecting the river St. Lawrence 
with the city of Halifax in Nova Scotia, and for the construction thereof 
without intermission, and the completion thereof with all practicable 
speed.’ 


For many years before Confederation the project of such a railway was 
actively canvassed both in the Maritime Provinces and in Upper and Lower 
Canada, not only as an element in the political consolidation of the four pro- 
vinces but even as a channel of mutual commerce and trading. The Maritime 
point of view is fairly reflected in the following quotation from the arguments 
of a Nova Scotian delegation in 1857: 


‘An Intercolonial railroad would give the means of communication at 
present wanting. It would open to Canada an Atlantic seaboard on 
British soil, from which she is now cut off; and would offer to the Lower 
provinces a ready access to the vast field of enterprise and progress occu- 
pied by their fellow subjects in the interior. It would prove a benefit 
of incalculable value, should it be the precursor of, as it is an absolute 
necessity towards, a legislative union of Her Majesty’s North American 
provinces—a measure essential to the full development of the power 
which their situation and character are calculated to confer, and without 
which they never can attain the high position to which their united ener- 
gies and advantages would lead them.’ 


It is unnecessary to pursue the arguments in detail. From some angles 
it could, no doubt, be urged that the construction of the railways was as much a 
concession to the demands of the Maritime Provinces as an inducement held 
out by the other provinces to make Confederation more attractive to the 
Maritimes. We think, however, that a balanced study of the events and 
pronouncements prior to Confederation, and at its consummation, confirms 
the representations submitted to us on behalf of the Maritime Governments 
in regard to the ultimate construction of the railway, viz: 
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(a) That leading Canadian statesmen in urging the adherence of the 
Maritime Provinces to Confederation defined the purposes of the 
railroad to be 


(1) A means of affording to Canadian merchandise, and to Canada 
herself in times of national and imperial need, an outlet and 
inlet on the Atlantic ocean—available all the year round—and 


(2) To afford to Maritime merchants, traders and manufacturers, 
a market of several millions of people instead of their being re- 
stricted to the small and scattered populations of the Maritimes 
themselves, particularly in the light of the disturbance with 
which their trade was threatened as the result of the discontin- 
uance by the United States of the reciprocal arrangements that 
had prevailed. 


(b) That strategic considerations determined the actual course of the 
line—making it many miles (estimated by Sir Sandford Fleming 
at 250 miles) longer than was necessary—if the only consideration 
had been ‘“‘to connect the cities of the Maritime Provinces with those 
of the St. Lawrence.” 


(c) That to the extent that commercial considerations were subordinate 
to national, imperial ~nd strategic considerations, the cost would be 
borne by the Dominion and not by the traffic that might pass over 
the line. ; 


9. Rate Structure of Intercolonial Railway. 


The Intercolonial Railway was completed in 1876, and it would appear 
from the evidence we have received that from then until 1912 the interests 
of the Maritime Provinces were fairly well safeguarded, the freight rate struc- 
ture being such as to take into account the requirements of their traffic. 
The lower level of rates that prevailed on the Intercolonial Railway system 
prior to 1912 is, in our view, rightly to be interpreted as the fulfilment by suc- 
cessive governments of the policy and pledges that surrounded the railway from 
its inception, whatever impressions may have been created by the form of its 
administration. Since 1912, changes have taken place in the framework of 
the rate structure, and increases have been added to the freight rates. The 
combined effect of these has been to impose upon the merchandise and industry 
of the Maritimes, a burden which, it is alleged, is quite out of proportion to 
the increase which has been added since 1912 to the freight structure in other 
parts of Canada, although 1t may, in many cases, only have raised Intercolenial] 
Railway rates to the same level of scale as rates in other places. 


143 


The net result of these changes is broadly shown by the figures given in 
evidence by the railway administration who, at our request, furnished us with 
statistics to show the position now as compared with 1912 for the Intercolonial 
Railway and for the rest of Canada. These figures reveal that Intercolonial 
rates have suffered an estimated cumulative increase of 92 percent (i. e., their 
100 has become 192). The estimated average increase of rates for the rest of 
Canada is 55 percent (i. e., their 100 has become 155). 


10. Effect of changes in Rate Structures on Maritimes. 


The Maritimes case on railway rates was put to us in very considerable 
detail. The Railway Commission is at the present time dealing with these 
same deteils, and we have not formed any opinion on these matters so far as a 
judgment on their merits would involve consideration of railway administra- 
tion and policy. On the broader question, however, of the incidence of the 
existing rates as a whole upon industry and employment in the Maritimes, 
we have come very definitely to the conclusion that the rate structure as it has 
been altered since 1912 has placed upon the trade and commerce of the Mari- 
time Provinces, (a) a burden which, as we have read the pronouncements and 
obligations undertaken at Confederation, it was never intended it should bear, 
and (b) a burden which is, in tact, responsible in very considerable measure for 
depressing abnormally in the Maritimes to-day business and enterprise which 
had originated and developed before 1912 on the basis and faith of the rate 
structure as it then stood. 


11. Recommendation on Freight Rates. 


We conceive this to be a position with which—quite apart from details of 
particular rates—it is our function to deal, and a position which must be dealt 
with drastically and promptly. We take this view the more readily since the 
President of the Canadian National Railways system did not dissent from Sir 
Sandford Fleming’s railway estimate that, for strategic reasons, the Inter- 
colonial had followed a course approximately 250 miles greater than would 
have been followed had it been built merely for commercial purposes. He 
further explained that, owing to grades and curvatures, the operating and 
maintenance expenses of this branch of the railway were much greater than 
the average of the rest of the system, and, still further, that winter conditions 
in the Maritime Provinces necessitated special expenditure arising from snow 
and ice conditions—.-and consequent delays in traffic transit—-much in excess 
of what were experienced in other parts of the system. It istrue that the 
operation of the Atlantic Division has shown an operating deficit in recent years 
in spite of the higher rate structure (including general war increases) that has 
been imposed on it since 1912. But there are many considerations to be taken 
into account in considering that deficit. For our present purpose, it is more 
material to notice that the President of the Canadian National Railways ad- 
mitted in evidence, that in administering the Atlantic Division (the greater 
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portion of which is the old Intercolonial system), no account is being taken 
in the rate structure of to-day of the special considerations which attach to it 
as revealed in the pledges and pronouncements already referred to. We feel 
that the increase arising from the changes that have taken place in freight 
rates since 1912—-over and above the general increase that has taken place 
in other parts of the National system—is as fair a measure as can be made of 
these special considerations, and accordingly should be transferred from the 
Maritimes to the Dominion so that the original intention may be observed. 


We recommend, therefore, that an immediate reduction of 20 percent 
(so that 192 will become approximately 155) be made on all rates charged on 
traffic which both originates and terminates at stations in the Atlantic Division 
of the Canadian National Railways (including export and import traffic, by 
sea, from and to that division), and that the same reduction be also applied 
to the Atlantic Division proportion of the through rates on all traffic which 
originates at stations in the Atlantic Division (excluding import traffic by sea), 
and is destined to points outside the Atlantic Division. 


For this purpose, we cannot regard the Atlantic Division as ending at 
Riviere du Loup and Monk, which are its present western limits. The divi- 
sional points should, in our view, be Diamond Junction and Levis, Diamond 
Junction being the point at which the Transcontinental Railway meets the 
old Intercolonial Railway, and Levis the point to which, in 1879, the Inter- 
colonial Railway was extended. i 


It might be contended that a flat rate reduction of the amount we name, 
and in the manner we name, js open to the objection, that it does not restore 
the pre-1912 relativity of rates within the provinces themselves, and that it is 
not an accurate assessment of the charges that arise from the considerations in 
mind. We do not believe-—and the Canadian National Railways have in- 
formed us that they also do not believe—that any more accurate or equitable 
result could be obtained by minute and scientific investigation, which would, 
in any event, take an indefinite time to conduct. The situation is one that can 
only be dealt with in a broad spirit, and one that for the economic welfare of 
the Maritimes must be met without delay. The course we suggest has the eff- 
ect of giving immediate relief in a manner that is equitable as well as broad. 
The cost of this relief should be definitely borne by the Dominion Government, 
who will make the necessary reimbursement to the Canadian National Rail- 
ways through the medium of the Canadian National Railways Budget, with- 
out impairing the financial results of the operation of the system. We are not 
overlooking that the other great railway system operating in the area would 
be entitled to equitable consideration if they find themselves prejudiced as a 
result of the reduction proposed.”’ 


The full text of the Maritime Freight Rates Act, 1927, is as follows: 
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‘in = “This Act may be cited as the Maritime Freight Rates Act, 1927, c. 
scone 


2. For the purposes of this Act the lines of railway now operated as a part 
of the Canadian National Railways and situated within the provinces of New 
Brunswick, Nova Scotia and Prince Edward Island, and the lines of railway, 
similarly operated, in the province of Quebec extending from the southern pro- 
vincial boundary near Matapedia and near Courchesne to Diamond Junction 
and Levis are collectively designated as the ‘‘Eastern lines.” 1927, c. 44, s. 2. 


3. All persons or companies controlling, or concerned in the preparation 
and issue of tariffs of tolls, to be charged in respect of the movements of freight 
traffic, whether on behalf of His Majesty or otherwise, upon or over the Eastern 
lines specified in section four of this Act. and hereinafter called ‘‘preferred 
movements,” are hereby authorized and directed upon and after the first day 
of July, one thousand nine hundred and twenty-seven, to 

(a) Cancel all existing freight tariffs in respect of such preferred move- 

ments; 

(b) substitute other tariffs for the tariffs so cancelled showing a reduction 

in such tariffs of approximately twenty percent. 


2. The Board of Railway Commissioners, hereinafter called the Board, is 

authorized and directed to 

(a) approve such cancellations, and, subject to the provisions of the Rail- 
way Act, respecting tariffs of tolls for the carriage of freight, where 
not inconsistent with this Act, to approve all tariffs of tolls so sub- 
stituted; 

(b) maintain or cause to be maintained such substituted tariffs, subject 
to all provisions of the Railway Act respecting tariffs of tolls not in- 
consistent with this Act, on the general rate level of approximately 
twenty percent below the tolls or rates existing on the first day of 
July, one thousand nine hundred and twenty-seven, while the cost of 
railway operation in Canada remains approximately the same as at 
the said date, but the Board may allow the increase or reduction of 
such tolls or tariffs from time to time to meet increaes or reductions, 
as the case may be, in such cost of operations; 

(c) adjust or vary such substituted tolls or rates from time to time as new 
‘ndustrial or traffic conditions arise, but always in conformity with 
the intent of this Act as expressed in sections seven and eight and 
other relative sections hereof. 


3. Since questions may arise whether substituted tariffs prepared and 
submitted to the Board are consistent or not consistent with this Act, it is de- 
clared that the finding of the Board that any tariff so substituted and approved 
is inconsistent shall take effect only upon such finding, and the tariff in question 


shall be deemed to be the lawful tariff until disallowed by the Board as incon- 
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sistent, and until a proper substituted tariff satisfactory to the Board is filed 
and approved. 1927, c. 44, s. 8. 


4. The following are preferred movements as referred to in section three 

and other sections of this Act: 

(a) Local traffic, all rail—Between points on the Eastern lines; for 
example, Sydney to Newcastle; 

(b) Traffic moving outward, westbound, all rail—From points on the 
Eastern lines westbound to points in Canada beyond the limit of the 
Eastern lines at Diamond Junction or Levis; for example, Moncton 
to Montreal—the twenty percent reduction shall be based upon the 
Eastern lines proportion of the through rate or in this example upon 
the rate applicable from Moncton west as far as Diamond Junction 
or Levis; 

(c) Traffic moving outward, export traffic, rail and sea—From points on 
the Eastern lines through ocean ports on the Eastern lines destined 
overseas; for example, Fredericton to Liverpool via St. John—the 
rate affected shall be that applicable from Fredericton to St. John. 


2. ‘Traffic moving over the car ferries shall be treated as all rail traffic. 
LBS Alls (os AL 


5. For greater clearness, but without intending to enlarge by any omis- 
sion the scope of section four of this Act, it is declared that the following are not 
preferred movements: 
(a) Traffic moving inward or outward to or from the United States, all 
rail—F rom or to points in the United States to or from points on the 
Eastern lines; 

(b) Traffic moving inward, eastbound, from Canada, all rail—From 
points in Canada not on. the Eastern lines eastbound to points on the 
Fastern lines; for example—Toronto to Moncton; 

(c) Import traffic to Canada, originating at points overseas; for example, 
Liverpool to Moncton or to Toronto; 


(d) Passenger movements and express movements. LO2T eC. AAs sa, 


6. For accounting purposes, but without affecting the management and 
operation of any of the Eastern lines, the revenues and expenses of the Eastern 
lines, including the reductions herein authorized shall be borne by the Eastern 
lines, shall be kept separately from all other accounts respecting the construc- 
tion, operation or management, of the Canadian National Railways. 


2. In the event of any deficit occurring in any Railway fiscal year in re- 
spect of the Eastern lines the amount of such deficit shall be included in a sep- 
arate item in the estimates submitted to Parliament for or on behalf of the Can- 
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adian National Railways at the first session of Parliament following the close of 
such fiscal year. 1927, c. 44, s. 6. 


7. The rates specified in the tariffs of tolls, in this Act provided for, in re- 
spect of preferred movements, shall be deemed to be statutory rates, not based 
on any principle of fair return to the railway for services rendered in the car- 
riage of traffic; and no argument shall accordingly be made, nor considered in 
respect of the reasonableness of such rates with regard to other rates, nor of 
other rates having regard to the rates authorized by this Act. HOZTReAA,.. 7. 


8. The purpose of this Act is to give certain statutory advantages in 
rates to persons and industries in the three provinces of New Brunswick, Nova 
Scotia and Prince Edward Island, and in addition upon the lines in the province 
of Quebec mentioned in section two, together hereinafter called “‘select terri- 
tory,’ accordingly the Board shall not approve nor allow any tariffs which 
may destroy or prejudicially affect such advantages in favour of persons or 
industries located elsewhere than in such select territory. 1927, c. 44, s. 8. 


9.. Other companies owning or operating lines of railway in or extending 
into the select territory may file with the Board tariffs of tolls respecting 
freight movements similar to the preferred movements, meeting the statutory 
rates referred to in section seven of this Act; and the Board, subject to all the 
provisions of the Railway Act respecting tariff of tolls, not inconsistent with 
this Act, shall approve the tariffs of tolls filed under this section. 


2. The provisions of subsection two of section three and of sections seven 
and eight of this Act shall apply to the tariffs of tolls filed under this section. 


3. The Board on approving any tariff under this section shall certify 
the normal tolls which but for this Act would have been effective and shall, 
in the case of each compay, at the end of each calendar year promptly ascertain 
and certify to the Minister of Railways and Canals the amount of the difference 
between the tariff tolls and the normal tolls above referred to on all traffic 
moved by the company during such year under the tariff so approved; and the 
company shall be entitled to payment of the amount of the difference so certi- 
fied and the Minister of Railways and Canals shall submit such amount to 
Parliament if then in session, or if not, then at the first session following the end 
of such calendar year, as an item of the estimates of the Department of Railways 
and Canals. 


4. The Board shall, in every third year and at any time upon the request 
of the Governorin Council, ascertain and certify to the Minister of Railways 
and Canals whether under the provisions of the Railway Act, the normal tolls 
referred to in subsection three hereof, should be revised and in the event of 
such revision the revised normal tolls shall thereafter be used instead of the 
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normal tolls referred to in the said subsection in calculating the difference to be 
paid to the Company thereunder. 1927, c. 44, s. 9. 


10. Other lines of railway from time to time operated within the select terri- 
tory as part of the Canadian National Railways may be included within the 
Eastern lines as designated in section two of this Act and made subject to this 
Act by an Order or Orders of the Governor in Council; and any lines designated 
as Eastern lines may upon such lines cesing to be operated as a part of the Can- 
adian National Railways, be from time to time withdrawn from such desig- 
nation of Eastern lines by similar Order or Orders. 


2. The Governor in Council is hereby authorized at any time or times 
at discretion to pass any Order in Council for the purposes and with the effect 
mentioned in this section. 1927, c. 44, s. 10. 


11. The Board may hear and determine all questions arising under this Act 
subject to such rights of appeal as are provided in the Railway Act. 1927, c. 44, 
Sila e 


12. The interpretation clauses of the Railway Act shall apply to all words or 
expressions used in this Act. 1927, c. 44, s. 12. 


THE PREAMBLE OMITTED IN THE REVISED STATUTES 


The text of the Maritime Freight Rates Act, as set out above, is that given in 
the Revised Statutes of the Dominion of Canada. When the Act was originally 
passed by the Dominion Parliament it contained the following preamble: 


“WHEREAS the Royal Commission on Maritime claims by its report, 
dated September 28rd, 1926, has, in effect, advised that a balanced study of the 
events and pronouncements prior to Confederation, and at its consummation, 
and of the lower level of rates which prevailed on the Intercolonial system prior 
to 1912, has in its opinion, confirmed the representations submitted to the 
Commission on behalf of the Maritime Provinces, namely, that the Intercol- 
onial Railway was designed, among other things, to give to Canada in times of 
national and imperial need, an outlet and inlet on the Atlantic Ocean, and to 
afford to Maritime merchants, traders and manufacturers the larger market 
of the whole Canadian people instead of the restricted market of the Maritimes 
themselves, also that strategic considerations determined a longer route than 
was actually necessary, and therefore that to the extent that commercial con- 
siderations were subordinated to national, imperial and strategic conditions 
the cost of the railway should be borne by the Dominion, and not by the traffic 
which might pass over the line; And whereas the Commissjon has, in such re- 
port, made certain recommendations respecting transportation and freight 
rates, for the purpose of removing a burden imposed upon the trade and com- 
merce of such Provinces since 1912, which the Commission finds, in view of the 
pronouncements and obligations undertaken at Confederation, it was never 
intended such commerce should bear; And whereas it is expedient that effect 
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should be given to such recommendations in so far as it is reasonably possible 
so to do without disturbing unduly the general rate structure in Canada; 
Therefore His Majesty, by and with the advice and consent of the Senate and 
House of Commons of Canada, enacts as follows. 


Inasmuch as this preamble places the Maritime Freight Rates Act in its proper 
historical setting and directs attention to the important economic and _ political 
considerations upon which it was founded, it is submitted that this preample should 
be included in any further publications of the Revised Statutes of Canada. 


ADMINISTRATION. AND INTERPRETATION OF THE MARITIME 
FREIGHT RATES ACT 


It will be noted that Section 8 of the Maritime Freight Rates Act declares 
that its purpose is to give certain statutory advantages in rates to persons and in- 
dustries in the three provinces of New Brunswick, Nova Scotia and Prince Edward 
Island, and upon the lines in the Province of Quebec, mentioned in Section 2, and 
that the Board of Railway Commissioners shall not approve nor allow any tariffs 
which may destroy or prejudicially affect such advantages in favour of persons or 
industries located elsewhere than in such select territory. 


It is the clear intent of this section to maintain the advantages given by the 
Act. In other words, if a special commodity rate on a movement of traffic from 
Toronto to Montreal should be filed by a railway company subsequent to the pass- 
ing of the Act, the Board is charged with the duty on application or complaint 
filed by or in behalf of interested shippers of ensuring that the new rate shall not 
destroy or prejudicially affect the advantages designed to be conferred on persons 
or industries within the select territory. The Board could discharge this duty by 
by refusing to approve the new rate from Toronto to Montreal, as filed by the rail- 
way company, or by requiring that a commensurate reduction should be made in 
the rate on the same traffic when originating within the select territory so that the 
relation of the rates on this traffic from Toronto to Montreal and from Halifax to 
Montreal should be maintained as of July 1, 1927. Otherwise it is evident that the 
advantages conferred upon persons and industries located in the select territory 
would soon cease to have any reality. 


It is apparent from the nature of this protective clause that the efficacy of this 
method of safeguarding the advantages conferred by the Act depends upon the vigi- 
lance exercised by shippers in the Maritime Provinces in scrutinizing new rates 
filed by the railway companies with the Board of Railway Commissioners, and in 
protesting these rates where there is a reasonable inference that they are prejudicial 
to persons and industries in the select territory. Having this purpose in mind, the 
Maritime Transportation Commission maintained a freight rates counsel during 
the period immediately following the passage of the Maritime Freight Rates Act. 
With the suspension of the Maritime Transportation Commission on September 
30, 1930, this protection was withdrawn, and shippers in the Maritime Provinces 
have lacked any organized facilities for the examination of rates which might be 
prejudicial to their interests. The withdrawal of this protection is not to be im- 
puted to any fault on the part of the Dominion Government, but was the result 
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of the failure of the Governments of the three Maritime Provinces to extend finan- 
cial support to the Maritime Transportation Commission. It may be stated that 
the Maritime Transportation Commission has now been re-established, and that 
the first task confronting it is the review of the special commodity and competitive 
rates published by the railways during the period which has elapsed since its oper- 
ations were suspended. The importance of carrying out this investigation as soon 
as possible cannot be emphasized too strongly. 


Apart from the necessity of an early review of changes in the general rate 
structure which have taken place during the past four years, it has become neces- 
sary to consider the policy adopted by the Board of Railway Commissioners in the 
interpretation of its duties under Section 8 of the Maritime Freight Rates Act. 
Section 7 of the Act states that ‘the rates specified in the tariffs of tolls, in this 
Act provided for, in respect of preferred movements, shall be deemed to be statu- 
tory rates, not based on any principle of fair returns to the railway for services 
rendered in the carriage of traffic; and no argument shall accordingly be made, nor 
considered in respect of the reasonableness of such rates with regard to other rates, 
nor of other rates having regard to the rates authorized by this Act.’” Nowhere 
in this legislation is there any support for the view that the railway companies might 
file and maintain special competitive rates induced by motor-trucks or water com- 
petition which do in fact affect prejudicially the advantages conferred by the Act 
in favour of persons or industries located elsewhere than in the select territory. 
Within the past four years, however, there has been a marked increase in the num- 
ber and diversity of special rates filed by the railway companies to meet motor- 
truck competition. Within the same period there have been many changes in 
rates, induced by water competition arising from the keen rivalry of steamship 
companies engaged in carrying both heavy and package freight on the Great Lakes 
and St. Lawrence water system. These special rates have been developed parti- 
cularly within the compact industrialized area of Ontario and Quebec, the entrance 
to which by shippers of the Maritime Provinces under more favourable rates than 
had hitherto existed, was one of the primary objects of the Maritime Freight Rates 
Act. The Board of Railway Commissioners has adopted the view that rates es- 
tablished by the railway companies to meet motor-truck and water competition do 
not fall within the protective features of Section 8 of the Maritime Freight Rates 
Act. In other words, a special commodity rate on a traffic movement from Toron- 
to to Montreal, which under ordinary conditions might be held to affect prejudi- 
cially the advantages conferred by the Maritime Freight Rates Act on shippers in 
the Maritime Provinces, will not be disallowed on this ground if the special rate 
in question has been filed by the railway company to meet truck or water competi- 
tion. This ruling was issued on application of the railways and interested shippers 
outside the Maritime Provinces and without an opportunity being given the Mari- 
time Provinces to make any representations. A question has also been raised a3 
to the status under the Act of industries established in the select territory subse- 
quent to the passage of this legislation. 
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While it is realized that the railway companies have been placed in a difficult 
position as a result of the rapid growth of truck and water competition in recent 
years, it is submitted nevertheless, that the policy adopted by the Board of Railway 
Commissioners in relation to the effect of these competitive rates on the rate struc- 
ture created by the Maritime Freight Rates Act is contrary to the spirit and intent 
of that legislation, and has opened the door to such a broad revision of the general 
rate structure by special competitive rates as to already undermine very seriously 
the position of shippers in the Maritime Provinces who seek a market for their 
products in Ontario and Quebec. The true situation will only become apparent 
when the reorganized Maritime Transportation Commission becomes operative. 
It appears desirable to have defined or clarified at the earliest moment the powers 
and duties of the Board of Railway Commissioners under Section 8 of the Maritime 
Freight Rates Act, in respect of special rates established by the railway companies 
to meet truck and water competition. If these special rates do not come under the 
provisions of that Act—which apparently is the ruling of the Board—then it must 
follow as a consequence that the benefits conferred upon the Maritime Provinces 
will be gradually whittled away, and the position of shippers in these provinces 
will have to be reconsidered in the light of the new situation. It cannot be stressed 
too strongly that the Maritime Freight Rates Act was a measure of remedial legis- 
lation, designed to remove by statutory authority a species of discrimination against 
the Maritime Provinces, which had grown up in the interval between 1912 and 1927 
as indicated in the Report of the Royal Commission on Maritime Claims. The 
present policy of the Board in respect of these special competitive rates, if continued, 
will deprive that legislation of its remedial character and restore in large part the 
discrimination the Act was designed to remove. 


SUBSIDIES PAID TO THE RAILWAYS UNDER THE MARITIME 
FREIGHT RATES ACT 


The Report of the Royal Commission on Maritime Claims recommended that 
the Canadian National Railways should be paid in respect of the amount of rate 
reduction recommended in the Report. 


With respect to railways other than the Canadian National Railways, the 
Report states that they might be entitled to equitable consideration if they could 


prove prejudice arising from the reduction. (For authority see bottom page 22 
and top page 28, Report of Commission on Maritime Claims). 


The legislation implementing the recommendation (The Maritime Freight 
Rates Act) provided for the following payments in addition to the subsidy to the 
Canadian National Railways on account of the 20% reduction: 

1. Payment of all operating losses on lines east of Diamond Junction (Can- 

adian National Railways). 

2 Subsidies to railways other than the Canadian National Railways for 

reductions which these lines might have to make to meet Canadian Na- 
tional competition. 
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The Annual Report of the Department of Railways and Canals, 1938, at page 
49, gives the following statement of payments made under the Maritime Freight 
Rates Act: 


1. Total subsidy paid Canadian National Railways on ac- 
count of Maritime Freight Rates Act rate adjustment, 
19202801932) sone ee ee Jeans ese eee ete ceo de 9G O0AOO 


2. Total amount paid railways other than Canadian National 
Railways for rate reduction during period 1927/28 to 


1982733 00 tee 4,100,798 .00 
3. Total amount paid on account freight rate adjustment 

during ‘period =.) 1.0 say aurea ie re peep pneran uiune 1I5 20 G80 0011)() 
4. Total amount paid Canadian National Railways for oper- 

ating losses aside from rate adjustment. .............. 32,905,783.00 
Total payments under the Maritime Freight Rates Act...... 48,202,783 .00 


The impression left by the caption of this account is that it has cost the 
Canadian Government $48,202,783.00 to provide the freight rate relief to Mar- 
itime shippers, whereas the amount paid in respect of the rate reduction was 
only $15,296,999.00 for the period 1927/28 to 1932/33. : 


The unfortunate feature of this method of accounting is that the amount of 
$48, 202,783.00 is the sum left in the minds of the public as being the total relief 
given to Maritime shippers under the Maritime Freight Rates Act, whereas it 
should have been not more than $15,296,999.00. This false impression should be 
corrected by such amendments of the Maritime Freight Rates Act as will effect 
this purpose. 


THE INTERCOLONIAL RAILWAY 


The Intercolonial Railway was formerly a distinct system with its executive 
offices established at Moncton, a central geographical point in the Maritime Pro- 
vinces. Asa result of its consolidation with other railways acquired by the Domin- 
jon Government in the period 1916-1921, it has become an integral part of the 
system known as the Canadian National Railways. The executive offices of the 
Canadian National Railways are located in Montreal. This removal of the execu- 
tive control of the Intercolonial Railway from the Maritime Provinces has led, 
perhaps inevitably, to a loss of direct and continuous contact between the manage- 
ment and the economic interests of these provinces. This unfortunate consequence 
of the fusion of the Intercolonial Railway in the Canadian National System received 
the attention of the Royal Commission on Maritime Claims and was referred to 
specifically in the Report at page 24, as follows: 


153 


“The President of the Canadian National Railways system indicated that 
he proposed to establish between the railway administration and the Maritime 
Provinces a closer and more ready contact than exists today. It is his inten- 
tion to establish an office of his own at Moncton where he can personally spend 
a certain amount of time, periodically, to-see whether by closer association 
there can be a better appreciation of each other’s problems. This we regard 
as an important and significant step, as it will ensure to the Maritime Pro- 
vinces (insofar as they, in an organized and systematic way, avail themselves 
of it) the opportunity of reviewing from time to time with the head of the 
National Railways trade and railway problems that specially concern them. 
These will include the question of more speedy transportation, a subject upon 
which—particularly as regards fish and perishable freight generally—we heard 
considerable complaint in the course of the evidence. The railway adminis- 
trators also indicated their readiness to consider special arrangements for 
faster transit for fish.”’ 


Although steps were taken by the President of the Canadian National Rail- 
ways to carry out this undertaking it has not been implemented in the sense intended 
up to the present time. It is suggested that both the Canadian National Railways 
and the Maritime Provinces would benefit from the closer contact which would 
result from the completion of the proposed arrangements for improved co-operation. 


It is also necessary to state that should this improved co-operation not be 
established, and if the Maritime Freight Rates Act isnot carried out in spirit and 
letter, a question will certainly be raised in this province as to the desirability of 
operating the Intercolonial Railway as a separate entity. 


THE FISHERIES OF NOVA SCOTIA 


The fisheries of Nova Scotia are under the jurisdiction of the Dominion. With- 
in recent years the fisheries of this and other provinces of Canada have been the 
subject of several investigations. The problems of the fishing industry of the 
Maritime Provinces were examined by the Royal Commission on Maritime Claims 
in 1926. This was followed by an inquiry by the Royal Commission in 1928, in- 
vestigating the fisheries of the Maritime Provinces and the Magdalen Islands. 
This in turn was succeeded by a Marketing Investigation, conducted in 1932 by 
Cockfield, Brown & Company, Limited, for the Minister of Fisheries. Certain 
aspects of the fishing industry are now being studied by the Dominion Royal Com- 
mission on Mass-buying and Price Spreads. 


Some important and useful recommendations emerged from these earlier invest- 
igations which have been implemented to the advantage of the industry. Owing, 
however, to the onset of the economic depression and the extremely low prices 
which have prevailed during the past five years, it must be acknowledged that the 
condition of the fisheries of Nova Scotia is less favourable at the present time than 
during the period of the earlier investigations referred to above. This Commission 
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will have an opportunity of viewing the problems of the fishermen at various centres 
of the industry throughout the province, and of estimating the gravity of these 
problems in the light of the important changes in marketing conditions which have 
taken place during the past few years. 


It has been indicated at an earlier point in this submission that the fisheries of 
Nova Scotia form one of its most important export industries. A market of grow- 
ing importance has been developed for fresh fish in Canada, but the market for 
cured fish and lobsters is essentially in foreign countries where recent changes in 
habits of consumption, dislocation of foreign exchanges, and state-aided competi- 
tion have combined to create conditions which might almost be described as chaotic. 
With such conditions confronting exporters of fish it is obvious that the returns to 
‘ndividual fishermen must be meagre and uncertain unless and until some means 
can be found of increasing the export price of fish, or of decreasing the domestic cost 
of production. Apart from the normal improvement in export prices which may 
be expected to flow from increased demand with improving business conditions, it 
would appear that the only means of increasing the returns to fishermen lies in direct 
subsidies or bounties, or in an organized effort to lower costs of production. As 
to the first method, it is necessary to recognize that it may, in its ultimate effect, 
retard rather than advance the welfare of the industry. Competition in the grant- 
ing of subsidies by exporting countries offers little promise of restoring the industry 
to a sound economic basis. More permanently useful results are more likely to 
follow from co-operation among the exporting countries, with a view to the removal 
of the abuses of destructive competition. Should this co-operation be impossible 
of achievement, the position of the export fishing industry will have to be recon- 
sidered in the light of the situation thus created. 


As to the reduction of costs of production, it must be conceded that the present 
plight of the fishing industry is such as to warrant the largest possible measure of 
reliet from all costs which are within the control of government. It has been sug- 
ested already that relief from tariff costs through drawbacks may fairly be expected 
by the fishing industry to the extent that it is dependent upon export markets. 
It is possible that an even larger measure of relief may be necessary, and that the 
fishing industry should be placed in a preferred position with respect to both Domin- 
jon and provincial taxation until it is able to establish itself on a firm footing. In 
this connection it may be noted that the Report of Cockfield, Brown & Company 
Limited recommesded that the Minister of Fisheries consider the formulation ot 
a fiscal policy with respect to fisheries, and all industries and trades dependent 
thereon, based upon the principle, among others, ‘‘that the Government refrain from 
levying any taxation (other than that which applies to all industries and groups) 
particularly directed to those engaged in the production, processing and marketing 
of fish, until such time as the industry has attained a reasonably prosperous and self- 
reliant status’’ 


It has been pointed out that a market for fresh fish has been developed in 


Canada. This market has absorbed as much as 20% of the normal fish production 
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of Nova Scotia. In this market artificial measures to enhance prices have at least 
a better prospect of success than in the export markets. During the past session 
of Parliament a Marketing Act was passed under which a machinery is in process 
of creation which may assist in curbing ruinous competitive practices in the Cana- 
dian market and contribute at the same time to a more stable and higher price level. 


THE HALIFAX AWARD 


The Government of Nova Scotia wishes to bring to the attention of the Com- 
mission a recommendation made by the Fisheries Commission of 1928 with respect 
to the Halifax award. The nature of the claim of the province under this head and 
the basis of the recommendation are indicated in the following extract from the 
Report of the Royal Commission Investigating the Fisheries of the Maritime 
Provinces and the Magdalen Islands, 1928: 


“By Article XVIII of the Treaty of Washington, 1871, inhabitants of the 
United States were permitted for the term of years mentioned in Article 
XXXIII of the Treaty, to take fish of every kind, except shellfish, on the sea 
coast and shores and in the bays, harbours and creeks of the Provinces of 
Quebec, Nova Scotia, New Brunswick and Prince Edward Island, without 
being restricted to any distance from the shore. They were also permitted to 
land upon the said coasts and shores, and also upon the Magdalen Islands, 
for the purposes of drying their nets and curing their fish. This privilege 
applied solely to the sea fisheries; salmon and shad fisheries and all other fish- 
erties in rivers and in the mouths of rivers were reserved exclusively for British 
fishermen. Under Articles XXII and XXIII of the Treaty, Commissioners 
were appointed to determine the amount of any compensation which in their 
opinion ought to be paid by the Government of the United States to the 
Government of Great Britain, in return for the privileges accorded to the 
citizens of the United States, under Article XVIII of the Treaty. On Novem- 
ber 23rd, 1877, the Commission awarded the sum of Five Million Five Hundred 
Thousand Dollars to be paid by the Government of the United States to the 
Government of Great Britain. This amount was not paid until the month of 
January, 1879. Later the British Government paid One Million Dollars of 
the award to the Government of Newfoundland, and Four Million Five Hun- 
dred Thousand Dollars to the Government of Canada. The amount paid to 
Canada went to the Treasury as Consolidated Revenue. We are informed by 
officers of the Department that expenditures incurred by the Government of 
Canada in connection with the work of the Commission, amounted to about 
Five Hundred Thousand Dollars, and that the amount of Four Million Dollars 
has always been recognized as the net amount received by Canada. 


Subsequent to the payment to the Government of Canada of its propor- 
tion of the award, the claim was made on behalf of the fishermen of the Atlantic 
Coast that this sum should not be regarded as a part of Consolidated Revenue, 
but that the entire award or at least the annual interest on 1t, should be speci- 
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fically devoted to the developing of the Atlantic Coast fisheries, and to the 
improving of the condition of the fishermen. In 1882, the Parliament of 
Canada made provision for an annual grant of One Hundred and Fifty Thous- 
and Dollars to aid in the development of the deep sea fisheries of Canada and 
and in the encouragement of the building and fitting out of ‘mproved fishing 
vessels. Later, this legislation was amended so as to provide an annual grant 
of One Hundred and Sixty Thousand Dollars, and from this grant the annual 
fishing bounties have since been paid to certain vessels, boats and fishermen. 
The suggestion was made that the interest for three years upon the principal 
of the Canadian portion of the award, that is, for the years from 1879 to 1881 
inclusive, had never been appropriated for any of the purposes mentioned in 
the Deep Sea Fisheries Act, or for any similar purposes, and that the interest 
for this period, together with interest thereon, should now be appropriated by 
Parliament and devoted to special uses in the interest of the Atlantic coast 
fisheries and fishermen. 


It is regrettable that the legislation empowering the Governor-in-Council 
to authorize an annual grant of $160,000 does not in specific terms state that 
this appropriation is for the benefit of the sea fisheries of Canada on the At- 
lantic coast. Since 1882 the grant has been distributed in the form of bounties 
to fishermen and to certain boat and vessel owners in Quebec and the Maritime 
Provinces. From the House of Commons Debates of 1882, when the resolution 
upon which was founded the legislation of 1882, was passed, it is plain that this 
annual grant was regarded as the interest upon the amount of the Halifax 
award. We should not think it too late to amend the Deep Sea Fisheries Act 
so as to make it clear that the grant is applicable only to the Atlantic coast 
ear and we think that such amendment might avoid controversy in the 
uture. 


Conceding that the annual grant paid since 1882 was intended to repre 
sent the interest upon the Halifax Award, it would seem that the interest for 
the three years, 1879, 1880, and 1881 might with fairness be appropriated for 
disbursement in the interest of the fisheries and fishermen of the Atlantic coast. 
Apparently, at the time of the award it was contended by the Maritime Prov- 
inces and Quebec that the principal sum or the annual interest thereon should 
be applied to the development of their coast fisheries. Considering the grounds 
upon which the award was paid, the request that the three years unpaid interest 
be appropriated by Parliament to be applied to useful purposes in connection 
with the Atlantic fisheries or fishermen appears to us to be fair and equitable, 
and we recommend that this amount be so appropriated and applied. We 
recommend, however, that it be not applied to any of the purposes mentioned 
in the Deep Sea Fisheries Act, that is for bounties to boats, vessels and fisher- 
men, but that it be specially devoted to such productive uses as assistance in 
the construction of brine freezing plant's, fish meal plants, driers, bait and cold 
storage plants for organized groups of fishermen, or others engaged in any 
phase of the industry, upon proper terms and condition, and to such other sub- 
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stantial purposes as may appear desirable; the amount apportioned to Quebec 
and the Maritime Provinces should be in the proportions in which the Fishing 
Bounties were distributed in 1928. 


As stated, representations were made to us that interest upon the unpaid 
three years’ interest so-called, should enter into the calculation, and amounts 
varying from three million dollars to fifteen million dollars were suggested to 
us as the sum we should recommend for appropriation by Parliament. So far 
as we know it is only in recent years that any suchclaim has been made. We 
do not think that there is any substance or foundation for this claim for ac- 
cumulations of interest upon the three years’ unpaid interest.”’ 


It will be noted that this recommendation was agreed to unanimously by a 
Commiss‘on appointed by the Dominion Government. It has not yet been im- 
plemented. It is submitted in behalf of the Nova Scotia Government that the re- 
commendation should be accepted without further delay and made retroactive 
to the year following the publication of the Report of the Fisheries Commission. 
The moneys thus accruing for the benefit of the fisheries of Nova Scotia could be 
made available for such measures of permanent and practical benefit for the in- 
dustry as may be recommended by the Commission. In this connection the atten- 
tion of the Commission is directed to a view expressed on various occasions that a 
Loan Fund or Insurance Fund should be created which would permit shore fishermen 
to re-establish themselves when their boats or gear have been lost as a result of 
storms or other uncontrollable causes. 


158 


CHAPTER XIV. 


THE FINANCIAL ARRANGEMENTS BETWEEN THE DOMINION AND 
THE PROVINCES 


In the cases submitted on behalf of the three Maritime Provinces to the Royal 
Commission on Maritime Claims in 1926, much attention was given to problems 
arising out of the financial arrangements between the Dominion and the provinces. 
It is unnecessary to recapitulate here the substance of the arguments presented on 
behalf of the Maritime Provinces. Reference has been made at an earlier point in 
this submission to the original financial arrangements set out in the British North 
America Act, and to such modifications of these arrangements as were made prior to 
the appointment of the Royal Commission on Maritime Claims in 1926. In the 
case submitted to the Royal Commission on behalf of the Government of Nova 
Scotia, there is a particularly full statement of the claims of the Maritime Provinces . 
for an upward revision of subsidies. The reference begins at page 58 and concludes 
at page 118, of the Nova Scotia submission. A summary of the financial arrange- 
ments between the Dominion and the provinces is contained in Section 1 of the Re- 
port of the Royal Commission on Maritime Claims. It will suffice at this point to 
set out broadly the conclusions reached by the Royal Commission on Maritime 
Claims in 1926, as to the validity of the representations submitted by the three 
Maritime Provinces in support of an increase in the annual subsidies receivable 
from the Dominion Government. After hearing argument and making its own in- 
vestigations into the financial position of the three Maritime Provinces, the Royal 
Commission on Maritime Claims recognized that the Maritime Provinces were en- 
titled to increased subsidies in relation to 


(1) Support of Government machinery and legislation. 

(2) Public debt allowance. 

(8) Compensation for public lands given to certain other provinces of 
the Dominion through extension of their boundaries. 


On the first item—grants in aid of government machinery and legislation— 
the Royal Commission reported as follows: 


Ones full consideration of their argument and their circumstances, we 
think the Maritime Provinces have made out a case for a revision of the grant 
from the Dominion in support of their government machinery and activity.” 


(pent): 


On the second item—-public debt allowance—the Royal Commission on Mari- 
time Claims reported as follows: 
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“We find ourselves in agreement with the contention of the Mar‘time 
Provinces that they have been and are being dealt with differently from the 
Western Provinces, and we think that they are entitled to have their allowance 
reconsidered.”” (p. 17). 


On the third item—compensation for public lands granted to other provinces— 
the Royal Commission reported as follows: 


“The claim is of course a very belated one, but it is advanced, as we under- 
stand it, on very broad, equitable grounds, rather than upon strict contract. 
We think it must be looked at in the general financial revision of readjustment 
which we are suggesting for the Maritime Provinces.” (p. 19). 


Asa result of the foregoing findings, the Royal Commission on Maritime Claims 
for 1926 made the following specific recommendations in respect to the financial 
arrangements between the Dominion and the Maritime Provinces. 


-CONCLUSIONS OF THE ROYAL COMMISSION ON MARITIME CLAIMS 
ON FINANCIAL ARRANGEMENTS BETWEEN 
THE DOMINION AND PROVINCES. 


“Tt follows from what we have said, that both in respect of grants for the ma- 
chinery of governments, and in respect of debt allowances, the Maritime Provinces 
have satisfied us that they have a genuine claim to a readjustment of the financial 
arrangements that exist between the Dominion and themselves, and that in any 
readjustment their territorial limitations entitle them to still further consideration. 


The terms of readjustment are obviously a matter for detailed determination 
and assessment, so that the actual amount—as well as the reasons and purposes at- 
taching to it—can be recognized by the rest of Canada as fair and equitable. It is 
not possible, therefore, to make a final recommendation as to the increase and form 
of Dominion aid which is required to satisfy the just claims of the Maritime situa- 
tion, but we recommend that the Dominion Government should give immediate 
consideration to the whole of this subject, with a view to a complete revision of the 
financial arrangements as between them and the Maritime Provinces. We do not 
feel, however, that it would be right or wise that the Maritime Provinces, in their 
present state of grave necessity, with deficits accumulating against them in their 
ordinary revenue and expenditure, should be left in suspense until a re-assessment is 
made by the Dominion Government, and accordingly we recommend that immediate 
interim lump-sum increases should be made in the payments to the three Maritime 
Provinces, as follows: 
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Nova Scotia? 2)... GR eae e000 
New Branswick.. 0.23). eee 0002000 
Prince Edward Island. c= S52 eae eee 0,000 


These interim payments should be continued until the Dominion Government has 
had time to complete its investigation and re-assessmment. We are strengthened 
in making this recommendation as to an interim payment by the resolution passed 
unanimously at the Inter-Provincial Conference, held at Ottawa in June, 1926, 
brought to our notice by the Nova Scotia Government as follows- 


‘That this conference expresses its sympathy with those provinces which 
by reason of conditions peculiar to them have not progressed as anticipated, 
and urges upon the Federal Government that it should favourably consider 
affording relief to each of such provinces in a form that will ameliorate these 
conditions.” 


In suggesting the foregoing sums we have fixed what we believe to be the mini- 
mum addition that the three Maritime Provinces should have in any such revision, 
particularly taking into account past history and the fact that in some aspects of 
their claim, there is a retrospective or retroactive feature. They claimed that any 
revision should provide for a fixed sum in respect of thé retroactive element. We 
are unable to recommend that form of payment, but have preferred to take the re- 
trospective feature into account in naming a minimum. We believe it is a sufficient 
minimum interim payment to insure that the governments of these provinces will 
approach any stable settlement of the‘r financial relationships with the Dominion, 
not in a spirit of meticulous bargaining, but in the broad spirit which arises from a 
feeling of their being met with sympathy and fairness rather than with narrow com- 
promise. These payments, also, will enable the provinces to undertake the more 
extensive program in relation to agriculture, colonization, education and other 
spheres of administration, which, they represented to us, they are precluded from 
undertaking now because of the inadequacy of their assistance from the Dominion 
Government.” (P. 19). 


THE FAILURE OF THE DOMINION GOVERNMENT TO IMPLEMENT 
THE RECOMMENDATION IN REGARD TO RE-ASSESSMENT 
OF PROVINCIAL SUBSIDIES 


It will be noted from the recommendation of the Royal Commission on Mari- 
time Claims that the increased subsidies recommended for the three Maritime Prov- 
inces were to be regarded as interim lump-sum increases, which should be continued 
until such time as the Dominion Government has completed its investigation and 
re-assessment on subsidies payable to the provinces. The recommendation as to 
the payment of the interim lump-sum increases was implemented without unneces- 
sary delay by the legislation enacted by the Dominion Parliament in the session of 
1927. On a subsequent date, January 20, 1930, the Dominion Government re- 
ferred the matter of re-asessment to the Dominion Audit Board. It wasstated 
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from time to time that the Audit Board was proceeding with its investigations, but 
an interim report, dated October 8, 1930, was only made public in a parliamentary 
return in May, 1934. On August Ist, 1934 the Dominioa Government, following 
a conference with representatives of the Maritime Provinces, agreed to appoint a 
Royal Commission to carry out the re-assessment of subsidies proposed by the 
Royal Commission on Maritime Claims in 1926. 


CHANGES IN SUBSIDY SITUATION SINCE 1927 


The Royal Commission on Maritime Claims recommended that the Domin- 
ion Government should give immediate consideration to the whole subject of pro- 
vincial subsidies with a view to a complete revision of the financial arrangements 
subsisting between the Dominion and the Maritime Provinces. It must be em- 
phasized that the special sums recommended as interim lump-sum increases were 
to be regarded as a minimum. 


“We believe it is a sufficient minimum interim payment to ensure that the 
Governments of these provinces will approach any stable settlement of their 
financial relationships with the Dominion, not in a spirit of meticulous bargain- 
ing but in the broad spirit which arises from a feeling of their being met with 
sympathy and fairness rather than that of narrow compromise.” (p. 19). 


It would appear from the report of the Royal Commission on Maritime Claims 
that the re-assessment of subsidies was to apply only to the financial relations between 
the Dominion and the Maritime Provinces, on the assumption that their particular 
needs entitled them to special equitable consideration. It would appear that the 
investigations of the Audit Board were pursued on this basis, if at all. More than 
seven years have now passed since the publication of the Report of the Royal Com- 
mission on Maritime Claims. During this interval certain events have taken 
place which have a direct bearing upon the broad question of subsidy revision and 
emphasize anew the necessity of a general investigation of the entire question of 
the financial arrangements between the Dominior and the provinces. 


THE RETURN OF THE NATURAL RESOURCES TO WESTERN 
PROVINCES IN 1930 WITH CONTINUATION OF 
SUBSIDIES PREVIOUSLY PAID TO THESE 
PROVINCES IN LIEU OF LANDS 


In reaching their conclusions in support of an increase in the subsidies payable 
to the Maritime Provinces, the Royal Commission in 1926 was influenced evidently 
by the relative treatment accorded to the Western provinces and the Maritime 
Provinces. This is particularly true in respect of the contention of the Maritime 
Provinces, that they had been treated differently from the Western provinces in 
respect to public debt allowances. To quote from the Report of the Commission: 


“We find ourselves in agreement with the contention of the Maritime 
Provinces that they have been, and are being, dealt with differently from the 
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Western provinces, and we think they are entitled to have their claims con- 
sidered.”’ 


It is necessary to recall, at this point, that when the Western provinces of 
Manitoba, Alberta and Saskatchewan were formed their natural resources were 
retained by the Dominion Government, and these provinces were given certain 
annual grants, which were known as subsidies in lieu of lands. Section 20, of the 
Alberta Act, 1905, provides as follows: 


“Inasmuch as the said province will not have the public land as a source 
of revenue, there shall be paid by Canada to the province by half-yearly pay- 
ments, in advance, an annual sum based upon the population of the province 
as from time to time ascertained by the quinquennial census thereof, as follows: 


The population of the said province being assumed to be at present two 
hundred and fifty thousand, the sum payable until such population reached 
four hundred thousand, shall be three hundred and seventy-five thousand 
dollars; 


Thereafter, until such population reaches eight hundred thousand, the 
sum payable shall be five hundred and sixty-two thousand five hundred dollars; 


Thereafter, until such population reaches one million two hundred thou- 
sand, the sum payable shall be seven hundred and fifty thousand. dollars; 


And thereafter the sum payable shall be one million one hundred and 
twenty-five thousand dollars. 


2. As an additional allowance in lieu of public lands, there shall be paid 
by Canada to the province annually by half-yearly payments, in advance, for five 
years from the time this Act comes into force, to provide for the construction 
of necessary public buildings, the sum of ninety-three thousand seven hundred 
and fifty dollars.”’ 


Section 20 of the Saskatchewan Act is in identical terms. 


The subsidy in lieu of lands, payable to Manitoba, was not provided for in the 
Manitoba Act of 1870, but was the subject of intermittent revision in the period 
1870-1905. In 1912 legislation was enacted providing that in lieu of public lands 
and natural resources as a source of revenue, the province was to be paid on the 
basis of population, as ascertained by each census, the sum of $562,500.00, subject 
to certain deductions for land alienated, this amount to be retroactive to 1908, and 
to be increased with increase in population. This settlement of 1912, in relation to 
Manitoba, placed the subsidy allowance in lieu of lands to that province on the 
same basis as the similar subsidies payable to Alberta and Saskatchewan, under 
the terms of the Alberta Act, 1905, and the Saskatchewan Act, 1905. 
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Following the Royal Commission on Maritime Claims in 1926, a Royal Com- 
mission was appointed in 1928 to deal with the transfer of the natural resources 
of Manitoba from the Dominion to that province. The appointment of this Com- 
mission was the culmination of negotiations over a period of years for the return of 
the natural resources to the Western provinces, in order to place them in a position 
of equality with the other provinces of Confederation with respect to the adminis- 
tration and control of their natural resources. This Royal Commission submitted 
its report to the Dominion Government on May 30, 1929. Asa part of the settle- 
ment between the Dominion and Manitoba recommended by the Commission, it 
was proposed that with the return of the unalienated natural resources to Manitoba 
that province should continue to receive the subsidy in lieu of lands, as set out in 
the legislation of 1912, referred to above. This subsidy, it must be remembered, 
would be in addition to the subsidies payable to each province of the Dominion 
under the previous general revision of 1907. On the basis of the report of the 
Royal Commission on ““The Transfer of The Natural Resources of Manitoba’’, an 
agreement was reached between the Dominion and the Province of Manitoba incor- 
porating the financial terms of the recommendation of the Commission, and pro- 
viding, therefore, for the continuance of subsidies formerly paid in lieu of lands. 
Negotiations were then concluded with the provinces of Alberta and Saskatchewan 
for the return of the unalienated natural resources to these provinces, and agree- 
ments were concluded, which in each case provided for the continued payment by 
the Dominion to these Provinces of the subsidies formerly paid in lieu of lands. 
Legislation, implementing these agreements, was enacted by the Dominion Parlia- 
ment in 1930. From that date onward the provinces of Manitoba, Alberta and 
Saskatchewan have continued to receive subsidies formerly paid in lieu of lands, as 
well as the various subsidies authorized by the general revision of 1907. 


Although the Maritime Provinces took no exception to the treatment accorded 
to the Western provinces in connection with the return of their natural resources, 
it is evident that the principle adopted in this settlement involved a new disturbance 
of the general subsidy revision of 1907. It must be noted that the recommendations 
of the Royal Commission on Maritime Claims were made without knowledge of the 
revision of the subsidies payable to the Western provinces to be made three years 
later. It would also appear that the re-assessment proposed by the Royal Com- 
mission on Maritime Claims had in view a consideration of the position of the 
Maritime Provinces alone, in their relation to the Dominion, and did not contem- 
plate a revision of the entire scale of subsidies payable by the Dominion to the 
provinces under the settlement of 1907. Inasmuch as no report has yet been made 
of the investigation of the Audit Board in respect to the re-assessment of the sub- 
sidies payable to the Maritime Provinces, one can only surmise as to the principle, 
or principles, upon which that body proposed to proceed in its investigations. At 
the same time, in view of the treatment accorded to the Western provinces in 1930, 
it would appear that no re-assessment of the subsidies payable to the Maritime Pro- 
vinces could now be made without due consideration being given to the settlement 
arrived at with the Western provinces in 1930. 
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THE ST. LAWRENCE WATERWAYS DEVELOPMENT IN RELATION TO 
FINANCIAL ARRANGEMENTS BETWEEN THE DOMINION 
AND THE PROVINCES 


Attention has been directed to the fact that the Royal Commission on Maritime 
Claims was presented with a claim on behalf of the Maritime Provinces, arising 
from the fact that through extension of the boundaries of certain provinces, (Quebec, 
Ontario and Manitoba) public lands of the Dominion containing resources of great 
potential value have been conveyed to such provinces without compensation to 
those other provinces, which by reason of their geographical position or otherwise, 
were unable to participate in this distribution of public lands. Although the 
Royal Commission on Maritime Claims did not make a special finding in respect 
of this claim, it expressed the view that, ‘‘It must be looked at in the general financial 
revision of re-adjustment, which we suggest for the Maritime Provinces.” 


The position, in relation to these claims respecting public lands, has not altered 
in the past seven years. A situation has arisen, however, which bears a distinct 
analogy to the alienation of public lands by the Dominion to certain provinces 
without compensation to the remaining provinces of the Dominion. The Dominion 
Government had claimed a proprietary interest in all water-power created, or made 
available, by the erection of Dominion works for the improvement of navigation. 
In 1927 a specific issue arose as to the proprietary interest in water-power developed 
in connection with the St. Lawrence waterways project. At the Dominion-Provin- 
cial Conference held at Ottawa in November 1927, the Premiers of certain of the 
provinces questioned the right of the Dominion to waterpower created, or made 
available, by the erection of Dominion works for the improvement of navigation, 
and asserted a right on the part of the provinces to such water-power within the 
limits of the province. Subsequently, a request was made by the Premiers of 
Ontario and Quebec that the Dominion undertake to submit a case to the Supreme 
Court of Canada for hearing and consideration. In pursuance of this request, 
and under an Order in Council of January 18, 1928, certain questions were referred 
to the Supreme Court of Canada for hearing and consideration pursuant to Section 
60 of the Supreme Court Act. The questions in the case submitted to the Supreme 
Court of Canada were so phrased as to make it difficult for that tribunal to give 
a definite opinion on the question of proprietary interest in water-power developed 
on navigable rivers. The opinion given by the Supreme Court of Canada on 
February 5, 1929, did not assist in establishing the position either of the Dominion 
or the provinces in regard to the question of proprietary rights. Subsequently, on 
July 11, 1932, the Dominion Government entered into an agreement with the 
province of Ontario, which had the effect of transferring to this province the pro- 
prietary interest in all water power to be developed in the canalization of the St. 
Lawrence under the St. Lawrence Waterways project. This agreement was made 
conditional on the ratification of the St. Lawrence Waterways Treaty between 
Canada and the United States. The failure of the United States to ratify the 
treaty nullified the agreement with Ontario, but there has been no repudiation on 
the part of the Dominion Government of the principle upon which that agreement 
was founded. 
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Whatever legal right the Dominion may have to alienate its resources to par- 
ticular provinces, the fact remains that through the alienation of such power rights 
to Ontario and Quebec, the Dominion parts with an asset which conceivably would 
have produced revenue for the Dominion Treasury, and thereby reduced the tax 
burden of the people of Canada generally. If the proprietary rights in power 
developed on the St. Lawrence are really vested in the riparian provinces, a question’ 
that could only be determined by decision of the highest Court on this specific point, 
Nova Scotia would have no just claim to take exception toany agreement entered 
into between the Dominion and the Provinces on Ontario and Quebec. Lacking 
such a decision, however, it is submitted that the Dominion ought not to part with 
such an asset without consultation with the other provinces. If the proprietary 
right to water-power on the St. Lawrence is vested legally in the Dominion, as 
contended by Dominion counsel in the case submitted to the Supreme Court of 
Canada, it would appear that the alienation of such an asset to two of the provinces 
would supply a reasonable basis for a claim of compensation by the remaining pro- 
vinces of the Dominion. To this extent the recent developments in connection 
with the St. Lawrence waterways are analagous to the policy of extending the 
boundaries of certain of the provinces by the alienation of public lands of the 
Dominion, a policy to which the Maritime Provinces took exception before the 
Royal Commission on Maritime Claims, and one which provided the basis of a 
claim for reconsideration of subsidy arrangements between the Dominion and the 
provinces. It is submitted on behalf of Nova Scotia that water-powers developed 
on the St. Lawrence as a result of cana! construction instituted 1n part at the ex- 
pense of the Dominion ought not to be transferred to Ontario and Quebec without 
a definite decision from the highest judicial tribunal, which would determine finally 
the proprietary interest in such water-powers. In the event of such a decision con- 
firming the interest of the Dominion in such water-powers, it is submitted that the 
alienation of such water-powers to Ontario and Quebec is a fact which ought to 
be taken into consideration in any reassessment of the subsidies payable to the 
Maritime Provinces. 


THE PROVINCIAL INCIDENCE OF THE TARIFF NOT CONSIDERED BY 
THE ROYAL COMMISSION ON MARITIME CLAIMS. 


It is equally important to observe that no attention was given by the Royal 
Commission on Maritime Claims to the incidence of the tariff upon the Maritime 
Provinces and the Western Provinces in relation to the needs of these. provinces for 
additional subsidies from the Dominion. It is significant, however, that in the 
claims presented on behalf of each group of provinces, it was contended that with- 
out additional financial assistance they would be unable to maintain governmental 
or social services on a scale equal to those maintained by the Central Provinces of 
Ontario and Quebec. In other words, one of the principles upon which the in- 
creased subsidies were sought by the Maritime Provinces and the Western Provinces 
was the principle of fiscal necessity in relation to the actual economic condition of 
these provinces within the fiscal frame-work of the Dominion. It was urged, for 
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example, that under the specific terms and judicial interpretation of the British 
North America Act, the provinces were compelled to assume the sole responsibility 
for the expanding burden of highways, education, and social services. It was 
contended that Ontario and Quebec, in view of their rapid industrial development, 
were able to meet these growing demands without any serious strain on their rev- 
‘enues. But the provinces which were lacking jn diversified industrial development 
were less able to tap additional resources of revenue, and without financial assis- 
tance, it was contended that the Maritime Provinces and Western Provinces could 
not majntain standards of transportation and social services equal to those of 
Ontario and Quebec. 


THE NEED FOR A THOROUGH RECONSIDERATION AND REVISION 
OF THE FINANCIAL ARRANGEMENTS OF THE BRITISH 
NORTH AMERICA ACT 


In the original determination of the subsidies payable to the provinces by the 
Dominion, the basis for such subsidies was worked out in relation to: 


(1) The assumption by the Dominion of exclusive control over customs and 
EXCISe, 


(2) The restricted power of taxation of the provinces; they being limited to 
direct taxation. 


(8) The limited powers assigned to the provinces by Section 92, of the British 
North America Act. 


It was impossible then, and is now, to consider the question of subsidy revision 
as though it were a separate problem. The question of subsidies to the provinces 
is bound up inextricably with the delimitation of fields of taxation and the distribu- 
tion of powers between the Dominion Parliament and the provincial legislatures. 


THE ORIGINAL BASIS OF FINANCIAL ARRANGEMENTS 


The financial negotiations at the Quebec Conference which laid a basis for the 
financial arrangements of the British North America Act, were conducted under 
the supervision of the Hon. Alexander T. Ga!t, Minister of Finance for the United 
Provinces of Upper and Lower Canada. In a speech delivered by Mr. Galt at 
Sherbrooke on November 23, 1864, we find a comprehensive statement of the con- 
siderations which lay behind the financial settlement set out in the Quebec Resolu- 
tions with particular reference to the basis on which the subsidies of the provinces 
were originally determined. <A portion of this address which deals with the financial 
position of the provinces is given below, in order to emphasize the point that the 
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subsidies, payable to the provinces, had a distinct relation to the restricted fields 
of jurisdiction in which they were expected to operate, and the restricted sources 
of revenue which were to be retained by them under the proposed terms of the 
Federal Constitution. 


LOCAL REVENUES AND EXPENDITURES 


‘‘Now it was necessary to provide by some means for maintaining certain local 
expenditures of the various Provinces, There were the public works to be kept in 
order, the educational institutions to be maintained, the systems of civil law to be 
administered, and there were a variety of other claims to be attended to, which 
would naturally suggest themselves at once to any one who reflected on the subject. 
For this purpose, it was found necessary to assign them certain local revenues, of 
which the territorial revenues formed the bulk. These local revenues amounted in 
1863, in the Maritime Provinces, to the following sums: 
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These were the revenues that would not be transferred to the General Govern- 
ment but would be disposed of by the Local Governments for local purposes. In 
the case of Upper and Lower Canada together—and he preferred taking them to- 
gether since it was for the Legislature and not for him to indicate what the several 
liabilities of Upper and Lower Canada respecively were—in the case of Upper and 
Lower Canada unitedly, these local revenues amounted to $1,297,048. Now one 
objection to confederation was made on the ground of expense, and in order to meet 
this, every effort had been made to reduce the cost of the local Governments, so that 
the local machinery should be as little costly as possible, for it would not do to af- 
front the intelligence of the people, and tell them we had devised an expensive kind 
of machinery to do a very insignificant amount of work. The gentlemen from the 
Lower Provinces had been asked what reductions they could make in the Govern- 
ment of the several colonies, and the figures he was about to give would be most 
satisfactory as showing the disposition of those gentlemen, who had reduced their 
requirements to the lowest sum. In her estimate of outlay for 1864 for objects of 
local character the Province of Nova Scotia had provided for an expenditure of no 
less than $667,000, but had undertaken to perform the same service in future under 
a confederation of $371,000, or a reduction of 40 percent. The expenditure of New 
Brunswick in 1864 for the same objects was estimated at $404,000. From causes ex- 
plained at the time and shown to be satisfactory, she proposed to reduce the ex- 
penditure to $353,000, and at the same time undertook within ten years tomake a 
further reduction of $63,000, making a total reduction to $290,000. Prince Edward 
Island would reduce her expenditure from $170,000 to $124,000, and Newfoundland 
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from $479,000 to $350,000. In regard to Upper and Lower Canada he would not 
undertake to say what reductions would be made; but he could show that under the 
scheme proposed they would have the means of limiting the present outlay which 
was, taking the average of the last four years, $2,021,979. Besides that there would 
be an additional item brought against them for the interest on the excess of their 
debt over that of the other Provinces, making their full local charge $2,260,149, 
which was the present outlay of Canada for works which would not become a charge 
under a confederation. The outlay of all the provinces being however greater than 
their local revenues it became necessary to make provision out of the General Fund 
for the purpose of enabling their Local Legislatures to carry on the machinery of 
Government. It was proposed to take away from them every source of revenue 
they possessed except minor local revenues, and then to give them from the public 
chest a sufficient subsidy to enable the machinery to work. The estimate was form- 
ed on the wants of Nova Scotia. It was at first proposed to form it on the wants of 
New Brunswick, but these were found greater than those of the former, which had 
consequently been taken as the basis. The estimate was that 80 cents a head on the 
population of Nova Scotia would be sufficient to enable her to work her local system 
She would want $264,000. In the case of Upper Canada, 80 centsa head was con- 
siderably more than she wanted at the present day, and in the case of Lower Canada 
was at least adequate with the present local funds that would become available 
to her. But it was felt that in giving a subsidy from the public chest it was impos- 
sible to draw a distinction between one part of the country and another. Butit was 
not intended to hold out any inducement to future extravagance to local Govern- 
ments, but it was hoped that by the operation of natural causes such a cheek would 
be put upon expenditures as would bring them down to the lowest point, or at least 
prevent them from becoming lavish. Therefore the subsidy proposed to be given 
to local legislatures was fixed, not at an increasing rate according to population, 
but at the rate which existed at the census of 1861—By this means, as the population 
increased, the subsidy would not increase with it. Upper and Lower Canada would 
thus get within a fraction of two million dollars, and when their population increased 
to five millions instead of two and a half, would get no more. If they increased 
their expenses in proportion to the growth of population they would be obliged to 
resort to direct taxation; and he thought they might trust the people themselves to 
keep a sharp watch over the local Governments lest they should resort to direct 
taxation. He thought no surer check could be put upon them than thus fixing the 
grants they were respectively to receive. To put the position of the several prov- 
inces into one view, taking the basis of 1864, and assuming that as the basis of the 
Confederation, were it to take place today or on the first of January next, the several 
provinces united would possess a revenue of $14,230,000; from which they would 
have to disburse $1,530,043; and would also have to give asubsidy to the Provinces 
of $3,056,849. Therefore, there would remain available for the purposes of the con- 
federation $9,643,108. The expenditure of all these provinces amounted, in 1864, 
to $12,507,591, of which for local outlay there were no less than $3,954,212 which 
would be assumed in consideration of receiving the subsidy and local revenues. 
Thus the expenditure would be reduced as charged upon the general revenue to 
$8 ,553,379, or $1,100,000 less than the amount that would in 1864 be available for 
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the purposes of Confederation. He thought this statement was one which would be 
received as satisfactory in regard to the proposed co-partnership they were about to 
enter into. In the present state of affairs we found that by uniting all our means, 
and taking out all wanted for local purposes, there would be left for the General 
Government upwards of a million and a quarter dollars, over and above our present 
expenditure. Considering this they might hope that in bringing the General Ad- 
ministration of the country under one Government, there would be a certain amount 
of economy effected, and an additional efficiency imparted to the Government. It 
might be true they would be obliged to incur some expenditure in keeping up Local 
Legislatures, and he was not prepared to deny that; but at the same time they might 
reasonably hope that when there was taken from them a large share of the subjects 
previously legislated upon, and putting under one head what was now done under 
five or six different heads, an economy would be affected; but without making any 
allowance for what would be achieved in this way they would have means to meet 
all the demands for 1864 and have a respectable surplus over.” 


THE TARIFF IN RELATION TO THE FINANCIAL ARRANGEMENTS 
BETWEEN THE DOMINION AND THE PROVINCES 


It is of interest to note that after dealing with the financial position of the sev- 
eral provinces, Mr. Galt in the address referred to above, passes at once to a consid- 
eration of the tariff question, in its relation to taxation under the federal constitu- 
tion. The following paragraph of his speech makes it abundantly clear that the 
tariff in contemplation during these negotiations was a tariff for revenue, and that 
it was not anticipated that the revenue requirements of the federation would call 
for an average ad valorem tariff of more than 20 per cent. 


THE TARIFF QUESTION 


“That brought him to a very important point, as to whether confederation 
would produce increased taxation, of which apprehensions were entertained. In 
the first place the existing taxation in all the provinces would have provided more 
than one million dollars over and above the public demand; but at the same time it 
was quite true that in a confederation they would have to incur certain liabilities 
such as for the Intercolonial Railway and for the completion of works now in pro- 
gress in the Lower Provinces. It must be plain that as the revenue raised by the 
Colonies under present tariffs was more than sufficient, if we were to raise the tariffs 
of all the Provinces to that of Canada we should have much more revenue than we 
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required. In the case of the Lower Provinces the average tariff was about 123 per 
cent and where they now collected duties to about 23 million doliars, under a higher 
tariff like that of Canada at least three million dollars would be raised. Therefore, 
to make adequate provisions for all the wants of the country, they need not bring 
up their tariffs, but we might reduce ours; and in the raising of duties it would be 
practicable to find a medium of taxation between the averages of 10 and 20 per cent 
which would be sufficient to meet the wants of the country.” 


THE INTER-RELATION OF SUBSIDIES, TAXATION, AND DISTRIBU- 
TION OF POWERS UNDER THE BRITISH NORTH AMERICA ACT 


These views expressed by the architect, as it were, of the financial frame-work 
of the federal system, are sufficient to indicate that the payment of subsidies to the 
provinces rested upon the assumption that the financial obligations, both of the 
Dominion and the provinces, were not likely to expand with great rapidity, and 
that expansion when it did take place, would come as a result of increasing popula- 
tion, rather than by the assumption of new governmental functions by the Domin- 
ion and the provinces. It is important to recall that when the Dominion was formed 
in 1867, the accepted political theory of the period tended te narrow down the func- 
tions of Government to police protection, administration of justice, public works and 
defence against external aggression. The financial settlement of the British North 
America Act in 1867 was largely based upon this /izss2r-faire conception of govern- 
ment. Moreover, since the most expensive items in the pre-federation budgets of 
the provinces were placed under the control of the Dominion by the terms of union, 
it was anticipated that the remaining provincial establishments could be supported 
without difficulty by annual subsidies received from the Dominion and by the ter- 
ritorial revenues at the disposal of the provinces. The meagreness of Government 
services provided in the early years of federation, is illustrated by the fact that the 
entire expenditure chargeable to consolidated fund in the Dominion, for the fiscal 
year 1869 was but $14,000,000, out of which subsidies paid to the provinces amount- 
ed to $2,600,000. It appears also from the discussions of that period that it was 
not contemplated that the cost of provincial government would grow to any great 
extent. For such expansion of services as was found necessary, it was anticipated 
that the natural increase in territorial revenues of the provinces would provide 
what was needed to make up the deficiency with an ultimate recourse to direct tax- 
ation. It must be emphasized again that under the terms of the British North 
America Act, 1867, the provinces were only permitted to impose direct taxation. 
As contrasted with this important restriction upon the provincial powers oi tax- 
ation, the Dominion parliament was authorized to raise money by any mode or 
system of taxation. Thus the provinces were expected to depend upon territorial 
revenues anddirect taxes for the maintenance of expanding governmental services, 
while the Dominion possessed not only exclusive control over customs and excise 
duties, but might also share with the provinces the less attractive field of direct 
taxation. 

If those who designed the original financial settlement between the dominion 
and the provinces in 1867, had been able to envisage the rapid expansion, during 
the next half century, of services placed by the constitution under provincial juris- 
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diction, and more particularly the growing burden of highway construction, result- 
ing from motor traffic, together with expanding commitments for education and 
social services, it is certain that the financial arrangements would have been far 
more generous to the provinces, or in the alternative, would have provided for a 
greater elasticity of provincial revenues to meet these expanding obligations of 
government. With these considerations in mind, it is not too much to say that the 
financial arrangements between the Dominion and the provinces in 1867 assumed 
the continuance of a situation, which in fact, ceased to exist within a few decades 
after the passing of the British North America Act. Indeed on the principle of 
rebus sic stantibus the entire financial arrangements of 1867 can be attacked as hav- 
ing no longer any real validity in relation to an existing economic and political situ- 
ation. The various revisions of the provincial subsidies, from time to time since 
1867, suggest a tacit recognition of this fact. These revisions however, have been 
haphazard and on the whole have been dictated more by political expediency than 
by any desire to reconstruct a financial arrangement which time has proved to be 
unstable, inequitable and improvident from the standpoint of the provinces. Not 
until 1907 was there any attempt to bring about a general revision of subsidies 
which would replace, so to speak, the weather-beaten foundations of the 1867 settle- 
ment. Even in the revision of that year, however, there seems to have been no 
clear recognition of the relationship between subsidies, taxation, and the expanding 
area of the provincial governmental services, nor was there any appreciation of the 
relation of tariff incidence to the taxable capacity of the various provinces. 


INCREASING PROVINCIAL EXPENDITURES 


Almost thirty years have passed since the general revision of subsidies in 1907. 
In this period of time the history of the earlier period, 1867-1907, has been repeated. 
Singly, and by groups the provinces have sought aid from the Dominion Treasury 
to relieve their financial difficulties. Sometimes these demands have been rejected, 
but more often they have been met by special grants of money. The result has 
been an increasing instability of financial relations between the Dominion and the 
provinces. It must be realized also that since 1907, provincial expenditures have 
expanded even more rapidly than in the preceding years. Although governmental 
expenditures in the provinces tended to expand soon after 1867, the total expendi- 
tures on ordinary account in the several provinces remained fairly constant until 
1890. They increased quite rapidly in the succeeding decade and took a sharp 
jump upward at the turn of the present century. Still another period of rapid ex- 
pansion was ushered in at the end of the great war. From 1911 to 1921 the expendi- 
tures of some of the provinces were more than doubled, and increases almost as 
startling are to be found in the succeeding decade. __In each period of rapid increase 
of expenditures, the provinces were assuming new responsibilities, which were far 
removed from the modest anticipations of those who framed the financial settle- 
ment of 1867. Education, Highway Construction, Public Health, Agricultural Ser- 
vices, Technical Education, Mothers’ Allowances, and Old Age Pensions were some 
of the functions which were rapidly extended during these periods of rising expendi- 
tures. The following table indicates the increasing expenditures of the provinces 


from 1900-1930: 
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Ordinary Expenditures of Provinces. 1900-1930 
(in thousands of dollars) 


Province 1900 
Prince Edward Island......... 308 
Nova -Sctotiai« sc sa0-428 937 
NEW DEULIS WICK or) aa ere 794 
Ouiebeet. 4.fseih ae Ve eae eee 4,438 
OntariG -oALan dee ow aces 4,004 
Marittoba cs. eee: ee een: 1,085 
Saskatchewan. senteace Geen: ee 
Alberta’ sae ee 


Batish Columtiaaae eee ene 


1910 


383 
1,726 
1,318 
5,628 
8,888 
3,235 
2,221 
4,002 


6,383 


1920 


661 
3,917 
2,969 

13,521 

25,881 

10,603 
8,708 

10,423 

11,568 


1930 


1,133 
7,901 
7,357 
39,375 
57,989 
13,803 
17,080 
15,403 
25,067 


The tables which follow indicate the ordinary receipts and expenditures of- 
Provincial Governments per head of population for their respective fiscal years end 
ed in the census years 1871-1911, and in each year from 1916 to 1931. 


(A) ORDINARY RECEIPTS 


Prince New British Average 

Fiscal Edward Nova Bruns- Quebec Ontario Mani- Saskat- Alberta Colum- for ail 
Year Island Scotia wick toba chewan bia Provinces 

$ $ $ $ $ $ $ $ $ $ 

bY (ils, Semis carer 4.10 1.36 158 Lae a es kateere wr ens ai 5.31 1.50 
TSS Seekers weete 2.53 eC 1.90 Yh, 3X5) 1.45 TRAC al co Aas oral eee 8.10 1,82 
TRON RY coe, 8 i carey = 2.51 1.49 IL Bil 2. 4 196 BESO mst wre ewe eee SEO ell 
9 Oileyeae tien tee 3.00 Zao, Sul aK 2.05 DAO 6 marke file bom se Som 2.62 
NHR ia wo.8 hoe 3.99 3.30 3.83 3.51 3.71 9.66 5.49 ky PARE A) 5.65 
1916 5.53 429 A PRD) 4,48 5.10 10,65 fb WO SC 6.25 
NNW 6S seas, 5 5.51 4.21 4.27 4.81 Gry Leelee 2S Sel BA AVE teks) 15) 
HOLS weer 5.78 4.65 6.39 6.30 a0) Zeeland ed OA 6 (ame 8.51 
U9 epee ete 5.64 6.47 5.85 5.67 742 1493) “TiO 14826 22.40 9.25 
SPAN S on dc pon 8.33 7.37 8.14 6.30 Qn07  16R62I) 18459N 19833 ecieoteeLORoS 
VOOR y eae aere 8.65 8.75 7.46 674) | LOST eS 4 bE De eS Sdan 28299 leo 
NO 2 OMS Brey 8.41 9.18 8.29 9200) 18833 s2289 Shas baelbaommole 4 Ombom0 2 
8}. G23) WLORZT 8.95 Sr Sd 15 Ga GR2 Sun Gn 7a) SRD (au OomOUMELORO 
1924. 8.59 10.58 9.53 9.29 13.64 17.48 115.88 17.60 338,495 18.99 
LOZ eae eee 8.61 8.67 9.05 em alse ae iG) IES SiS IOS EE 2) 
1926. Vi sills  a0,62 iki IR SIGS IG RIGO. BYE Ts Skt 
TOZT AE Perens 9762" W265) 12581, OUUG4E 1740 SIGS bebo es Tear Oe et oeze 
192854 ee ALT) LAG MO RL9N LON CORTES Oe el billie ln ame ue eens nt Ciemmelulen 0 
1929 {OVS WAS) LANSS) U4 R AOR Oe SG AO be Sho Smee HOmmmoo (sl memslonat 
LOSOSeeeee 19,050 14.950 16.2299 14: 48 6! 94 120) O1y S934 e228 SCs Te 12 case 
LOSI 13. 06) 715580) 145665 147485 Sb. Sh ONT lb bGueecle Ou e 4b GEG 
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(B) ORDINARY EXPENDITURES 


Prince New British Avetage 
Fiscal Edward Nova Bruns- Quebec Ontario Mani-  Saskat- Alberta Colum- for all 
Year Island Scotia wick toba. chewan bia Provinces 
$ $ $ $ $ $ $ $ $ $ 

1 WS bsdueee et eee 4.32 1.55 1.53 1.32 LPAZ IAS FE er Ags ee ee Ml he a4: 2569 1.34 
USS lire ase. 2.40 ele, on 4.47 1.35 3 CORN hea LIES eth, (hota 1.89 
USO Mees a yetc - 29 1.54 PAM 2.95 Le AS Coe een eterna, 10.53 2 Aa. 
LOU Lateran ore ths 3.06 2.37 2.15 224, 1.85 Sito & Wee, gee: meron 12.78 2.63 
WSUS Mig ae Beer 4.24 3.64 3.99 3.20 3.92 8.68 Bes 9.19 20.85 5.29 
OT Givtes are: 4.93 4.26 4.26 4.38 4.68 11.10 Sipe pales eal 6.73 
iE (St ia Bee 5.41 4.66 5.89 4.57 6.06 12.29 8.389 18.29 20.54 7.46 
ROS seemeesiec eve 5.44 5.13 6.50 5.33 6236) 1293710207 15.91) 19704 Sot 
NOW O UR erat oays as 7.36 6.47 6.96 5.54 (10 = Aol le Gl Lie Ole 20226 Dy 
UO Z0 cry carters os 7.42 U7 59 Ce) 5.88 SOAR Tesh ell 94  18r45 22532) 1Or3T 
UG 7A ae orp 7.80 8.93 8.85 6.19 Ot AG) GOS RAD UPA Ie 
NO QOS: eke sf (HE 9.18 7.68 GUS Sa 2HbU aenSHO ln moc unc OOmmRO2./2oms 612706 
O23 inte terete 9.08 10.09 9.38 8.15 16.86 17.15 16.56 18:58 34.738 14.72 
1924 S574 WDateal 9.81 SUGLI LAO el ORT OmmlDE (4mm (cee oOLoOe se LAniS 
IVAN Ean Saaeines 8.67 11.59 10.46 927 16.54 10.80 15.51 18.69 34.29 14.70 
NOZG ey eter cts, S69" 119°29° 10.30 10,1477 16205 16°32.) 916.09" 2 19256" 7732.72.) 15. 26 
NS 3 (Ge ee een 10<00 © 22216) 11.65. 16.94" B7.B25 51605) S15e41, F19°7 1 eb) 25).30 
ICV ea cone 10.72 14.65 13.45 12.09 17.75 16.72 15.60 24.12 31.54 16.83 
O29 A a ms tt 74 TIL 15? 16.14. 13.00 18°57 ts-28 1s 00" 20-01" 34.64 17.70 
19S ONcme gry fo.cicas 12588 15 87 C1778 18. 9L FIT 13 TORTS ~1859E 209 75UE ST 08." 13-10 
1931 16-51) “15-97 - 16.57 °14.22°" 16.98 *20570° 19°74 24.61 402570 18.38 


THE TREND OF RISING EXPENDITURES IN NOVA SCOTIA 


Owing to the lack of uniform accounting methods prevailing in the various 
provinces, it is not possible to present a detailed comparative analysis of increasing 
expenditures of Provincial Governments over a period of years. The study of 
expenditures in Nova Scotia, however, will reveal tendencies which are apparent 
in varying degrees in all the provinces of the Dominion. It has been pointed out 
previously that when the financial arrangements between the Dominion and the 
provinces were concluded at Confederation, the prevailing theory of the functions 
of government led to an assumption that the expenditures of the provinces were 
not likely to expand, except in response to growth of population. It has been 
suggested, also, that the enormous increase in provincial expenditures which has 
taken place in recent years, has been due, not so much to an expansion of the pro- 
vincial services in contemplation when the original financial settlement was arrang- 
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ed in 1867, but rather to the enlarging responsibilities of the provinces in relation 
to public works and social services which were not regarded in 1867 as being within 
the scope of governmental obligation. An examination of the expenditures in 
Nova Scotia from 1916-1931, a period of fifteen years, reveals that the sharpest 
increase in ordinary expenditures has occurred in this more recent category of 
governmental services. We may say, broadly speaking, that the original financial 
arrangements contemplated that the expenditures of provincial governments would 
be confined in the main to the following items: 


Civil Government 

Legislation 

Agriculture 

Public Buildings 

Public works and enterprises 
Administration of justice 

Education 

Hospitals and charities 

Interest payments and sinking funds 


It is significant that the more important increases in expenditures in recent 
years have either fallen outside these special services, or have been the result of 
an abnormal expansion of such services as highways, education, hospitals, correc- 
tional institutions, charities, etc., resulting from changes in the accepted theories 
of governmental functions which have taken place in the intervening period. The 
following table gives a summary statement of the more important ordinary ex- 
penditures of Nova Scotia from 1916 to 1921: 


1916 1917 1918 1919 1920 1921 


Civil Government... ...... .. $128,525 $125,796 $142,019 $168,773 $215,455 $262,195 
Lhesislationas «4.20 ...2.88. @O2OTIse 97,082 3288 618) 104-900 142 S65 Done 
Avriculture:. 2. =... eeu 02 COLLIS 80,900 4204s 468 46,116 (2133 
Administration of Justice.. « §:25,660), 125,670 28500) e oeue LO 36,095 58,243 
Conservation of Health and 

Sanitatloneee AEP rage re ee de ta VEG Neen a BE ahs 3,618 3,058 
Public at orks -. ee 806,499 (403/665 460 772871 719 1.182 696: 13128, 933 
Education...... £2 228 *D06 BST S27 212 B22-941 Vest Ao4 610, 870 776,044. 
Flospitale'.20. io BIB OTL 852,283 .o01:962)" 668: 257% 751,215 847,568 
Correctional Institutions . “| Rn BRIN wt eller cee capeaed oy 5 et ne ger sie? on a ee 
Charities | Nios c iD Ags VW ALGATT pela T5b math Ak 29,601 30,813 


Pensions, Gratuities & Reliefs 9 284 9,076 4,974 8,350 De 10,659 
Interest Payments. saud & 211 1D0D,042, 45405193 560-9872 59972 tl 616,643 861,564 
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The following table compares the principal ordinary expenditures of Nova 
Scetia in 1921 and 1931, showing increases and decreases under particular items: 


1921 1931 Decrease Increase 
GirvieGovernmentss ests yee. $262,195 $268,481 $6,286 
ecm anions. fesse dL See... L5o,oo 102,050 53,105 
Peecrenltwmexyl. awe nk Jo.s 712,733 249,459 176,726 
Administration of Justice......... 58,243 43,072 WAAL 
Eleal thy saoamitationet cst cack a. 3,058 63,395 Goroot 
Public Bldgs use W OCS 14 ences yee scss 1.123.085 Ae Ken Br) 1,007,546 
a Sea an Or 776,044 1,158,350 382,306 
OEP hs ey ee ee 847,568 908 ,042 60,474 
Correctional Institutions.......... 22,643 22,643 
irate ee eo we es 30,813 124,554 93,741 
Mothers’ Allowances. ............ 333,471 333, 471 
Interest Payments.... 861,564 2,083 937 Meee ole 

65,276 3,368,903 


Note: (1) Including Civil Government. 


It will be seen from these comparisons that in the last decade there has been 
no substantial increase in the expenditures for civil government, legislation, and 
administration of justice. There has been, however, a startling increase or ex- 
pansion in relation to highways, as included in public works and enterprises, in 
education, agriculture, hospitals, correctional institutions, charities, pensions, and 
interest payments. In other words, the increasing expenditures in Nova Scotia 
have been due, in the main, to the addition of new services not in contemplation 
at Confederation, or to an extraordinary enlargement of services which were defin- 
itely committed to the provinces under the British North America Act, but which 
were regarded by the accepted political theory of that day as being unlikely of rapid 
expansion. It must also be noted that since 1931 the Nova Scotia Government 
has assumed the responsibility for the cost of administration of Old Age Pensions, 
as well as 25 per cent of such pensions as are actually paid within the province. 

If a scheme of Unemployment Insurance should be instituted upon a contribu- 
tory basis in which the provinces will participate, a still further substantial 
increase in provincial expenditures will follow as aconsequence. It must be noted 
as well, that in the ten years, 1921-1931, the interest payments have more than 
doubled. The capital expenditures served by this interest payment have been 
largely incurred for waterpower development and for highways of a standard 
suitable for motor traffic, a form of expenditure which was certainly not contem- 
plated at the time of the original financial settlement in 1867. In view of 
these considerations it is unnecessary to labor the point further—that recent in- 
creases, both in the debt and in the ordinary expenditures of Nova Scotia have been 
due to an enlargement of provincial obligations which were beyond the contempla- 
tion of those who designed the British North America Act. 
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EVIDENCE OF ECONOMY OF PROVINCIAL ADMINISTRATION IN 
NOVA SCOTIA 


So far as ordinary governmental expenditures are concerned, the Report of the 
Royal Commission on Maritime Claims in 1926, may be quoted: 


“We have gone over the Provincial accounts of the three Provinces in de- 
tail. The scope of administration—take Public Works as an example— has 
certainly increased, and it is not easy to draw a hard and fast line as to where 
government machinery ends. But many departments of their activity are 
being run at a surprisingly low cost, and we feel satisfied that they certainly 
are not, on the whole, carrying unreasonable expenditures, nor do we feel that 
in view of the burden they are carrying they can be expected to meet, from 
their own revenues, the increased cost of their machinery of government.” 


(pelo). 


The following table gives the per capita expenditures of the various provinces 
of the Dominion for 1931. It will be noted that the per capita expenditures of 
Nova Scotia are well below the average for all the provinces. Quebec was the 
only province of the Dominion with lower per capita expenditures than Nova Scotia. 


Province Per Capita Expenditure. 
Prince, Edward sland) Aaa 4 on ee ee GeO 
Nova’ Scotian) as ee ee ee LORS 
New: Brunswick is.) Rs cis a Pe ee tHe TSUNA eae Lr 5 
Quebec re) ) VUES o RAH ID AL aL ea reeee maar Pk eee eee 
Ontario's) 2e22 ee, Se Od re OS ee NS 
Manitoba t/ 2.3 PC) DRAG ees oe ee ek ee 7) 
Saskatchewan (. 2 Fs OU e We ee ey aOR 
Alberta! Ee a? Re Ee eae ee eee GS 
British Gohimbiat Aves 2 ee ee Oe ee cee 


PROVINCIAL POWERS OF TAXATION 


The Dominion Parliament was given authority by the British North America 
Act, 1867, to the ‘Raising of money by any mode or system of taxation.’’ Each 
provincial legislature is given authority to impose ‘‘Direct taxation within the prov- 
ince in order to the raising of a revenue for provincial purposes.”” Each provincial 
legislature is also permitted to raise revenue by “Shop, saloon, tavern, auctioneer 
and other licenses.’”’ The taxing powers of the Dominion Parliament for Dominion 
purposes are therefore unlimited, while these of the provincial legislature are 
limited to, 
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(a) Direct taxation within the province for the raising of a revenue for 
provincial purposes: 


(b) Taxation by way of licenses. 


In earlier years the subsidies received by the provinces from the Dominion, to- 
gether with revenue arising out of their natural resources and from fees for specific 
services almost sufficed to cover the whole expenses of government and rendered a 
resort to taxation for provincial purposes practically unnecessary in most of the 
provinces. With the progressive enlargement of provincial obligations in relation 
to highways and social services, it became necessary for the provinces to resort to 
various methods of direct taxation in order to establish and maintain these expand- 
ing services. Under ordinary circumstances the provision of new governmental 
services related to social welfare might have been met by the provinces from the 
proceeds of income taxes. In most countries where rapid expansion has occurred 
in social services resort has been had to this type of taxation. The provinces, how- 
ever, though possessing the constitutional power to impose income taxes, have 
been handicapped in doing so, because of the action of the Dominion Parliament in 
appropriating this field of taxation in 1917 as a means of raising revenue for war 
purposes. The legal authority of the Dominion Parliament to impose income taxes 
cannot be questioned. The fact remains, nevertheless, that the appropriation of 
this field of taxation by the Dominion has increased the difficulties of the provinces 
in raising sufficient revenue to meet the expanding cost of services which lay with- 
in their constitutional jurisdiction. 


It was recognized indeed, by the Dominion Government that its appropriation 
of the income tax field would embarrass the provinces in their search for new sources 
of revenue through direct taxation. In introducing the income tax measure in the 
House of Commons, Sir Thomas White, Minister of Finance, made this significant 
statement: 


“The Dominion Government, under the provisions of the British North 
America Act, is empowered to raise revenue by any mode or form of taxation, 
whether direct or indirect. On the contrary, the provinces, and by consequence 
the municipalities which derive their taxation powers from the province, are 
confined, in the raising of their revenues, to measures of direct taxation. For 
this reason, since the outbreak of the war, [ have hesitated to bring down a 
measure of federal income taxation. As I have stated, the provinces and the 
municipalities are confined to direct taxation, and I have not regarded it as 
expedient, except in case of manifest public necessity, such as I believe exists 
at the present time, that the Dominion should invade the field to which the 
provinces are solely confined for the raising of their revenue.” 


That the provinces also regarded the Dominion income tax as a distinct handicap 
is indicated by the following extract from a submission made to the Dominion Pro- 
vincial Conference of 1918: 
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‘The provincial representatives recognize that at such a time as the pres- 
ent it would not be wise to press the Dominion Government for immediate 
action on the several claims and expectations herein referred to. Without 
waiving any rights they have for the consideration of such matters at a more 
opportune moment, the provincial representatives respecttully suggest that 
since the income tax has been adopted by the Dominion Government as a war 
measure, it would be reasonable, in view of all the circumstances, that the Do- 
minion should not leave to the provinces the duty of imposing new taxes of a 
similar character, but that the Dominion tax be treated as one for both Dom- 
inion and provincial purposes, and that a proportion of the proceeds of the tax, 
say 50%, should be assigned by the Dominion to the provinces on a per capita 
basis to assist the provinces in meeting the pressing obligations of the time; 
this arrangement to continue during the war and for at least one year after the 
declaration of peace and that then the whole question of readjustment of the 
provincial allowances be taken up for consideration.” 


Further representations on this subject have been made on behalf of the pro- 
vinces at the Provincial Treasurer’s Conference held at Ottawa in November 1924, 
and at the Dominion Provincial Conference of November, 1927. 


The Dominion, having appropriated the income tax field, the provinces have 
collected additional revenue chiefly from such forms of taxation as taxes on corpor- 
ations, lands, succession duties, motor vehicle licenses, gasoline taxes, amuse- 
ment taxes. More recently, with the decline of prohibition, all of the provinces 
with the exception of Prince Edward Island, have derived additional revenue from 
various forms of liquor traffic control, under provincial commissions. 


INDIRECT SUBSIDIES OR SUBVENTIONS 
PAYABLE BY THE DOMINION TO THE PROVINCES 


In view of the foregoing considerations, the provinces were compelled to look 
to the Dominion for additional financial assistance in order to enable them to meet 
the growing demand for highways, technical education, and social services. Un- 
fortunately, the assistance given by the Dominion assumed a form which tended 
ultimately to aggravate the financial difficulties of some of the provinces. The new 
method adopted by the Dominion to aid the provinces was the provision of indirect 
or conditional subsidies. In order to encourage highway construction, agricultural 
and technical education, public health services, labour employment services and old 
age pensions, the Dominion offered special money grants contingent upon the 
provinces providing equal or commensurate amounts for the same purposes. The 
development of this policy may be indicated briefly. In 1912 the Dominion 
Parliament enacted legislation to encourage fand assist the provinces in the con- 
struction of certain highways, the Dominion supplying forty per cent of the cost 
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and the provinces the remainder. In 1913 the Agricultural Instruction Act was 
passed, by which the Dominion was to distribute $1,000,000 annually among the 
provinces for a ten-year period in proportion to population, but not so as to 
exceed the sums expended bythe provinces for the same purpose. In 1919 
the Dominion Parliament made provision for the promotion of technical educa- 
tion by which it rendered assistance to the provinces on a similar co-operative 
basis. This Act provided for a fund of $10,000,000 to be distributed among the 
provinces over a ten-year period. In the same year the Dominion authorized 
the expenditure of $20,000,000 for the construction and improvement of high- 
ways during the succeeding five years, and less important contributions for 
public health services and unemployment relief. In 1927 an Old Age Pensions Act 
was passed under which needy persons over seventy years of age could receive a 
maximum of $120.00 from the Dominion Treasury, provided the provinces passed 
concurrent legislation and would pay a similar amount. An Amendment passed 
at the 1931 session of Parliament provided that the Dominion contribution to the 
provinces be increased from 50% to 75% of the provincial disbursements for Old Age 
Pensions, pursuant to a provincial statute authorizing and providing for the pay- 
ment of such pensions to the persons, and under conditions specified in the Act 
and the regulations made thereunder. More recently there have been insistent de- 
mands from the provinces for renewed assistance from the Dominion for the con- 
struction of highways and for technical education. Provision for the latter has al- 
ready been made by Parliament, although the operation of the Act has been post- 
poned pending a return of normal conditions. 


OBJECTIONS TO INDIRECT SUBSIDIES 


The objections to this form of federal assistance have been revealed by experience. 
When the grants were for a fixed term of years, which was the principle adopted in 
the Highways Act, the Agricultural Instruction Act, and the Technical Education 
Act, the provinces found themselves at the end of the period with an expensive es- 
tablishment which they were obliged to maintain thereafter out of their own rev- 
enues. For example, the Agricultural Instruction Act of 1918 encouraged some of 
the provinces to establish expensive agricultural schools. When the special sub- 
ventions came to an end in 1923 these provinces were faced with the necessity of 
maintaining the institutions already established. A similar situation was created 
by the Technical Education Act and by the special provisions for highways construc- 
tion. Behind all of these measures for conditional subsidies there appears to have 
been a definite policy of establishing common standards throughout all of the prov- 
inces. Certainly, almost irresistible inducements were offered by the Dominion Gov- 
ernment to the various provinces to accept the contingent subsidies on the terms 
proposed. Behind these measures there was also the evident assumption that the 
provinces were equally capable of assuming their respective shares of the expendi- 
tures on these services which were required in order to take advantage of the Fed- 
eral subsidies. The differences in the taxable lcapacity of the various provinces 
were not given any serious consideration. 
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With the exception of the provision for Technical Education, all of these 
measures for indirect subsidies, payable by the Dominion to the provinces for a 
fixed term, have expired and have not been renewed. The provision in respect of 
Technical Education has been renewed but its operation has been suspended, 
pending the return of more normal conditions. 


INDIRECT SUBSIDIES PROVIDE NO SOLUTION OF THE BASIC 
FINANCIAL PROBLEM 


The expedient of indirect subsidies, or conditional grants, for the support of 
services within the provincial jurisdiction has revealed the inherent weakness of the 
original financial arrangements between the Dominion and the provinces. The 
resort to sucha policy was in itself an admission on the part of the Dominion Gov- 
ernment that the provinces were unable, from their own revenues to support com- 
mon standards of highways and social services throughout the Dominion. No 
doubt it was also regarded as a partial compensation to the provinces for the ap- 
propriation by the Dominion of the elastic source of revenue provided by the in- 
come tax, which had been appropriated by the Dominion for the purpose of meeting 
its war obligations. 


DIFFERENCES IN TAXABLE CAPACITY OF THE PROVINCES 


It has been noted above that one of the basic causes of the weakness in the 
financial arrangements between the Dominion and the provinces was the failure to 
recognize differences in taxable capacity among the various provinces of the Do- 
minion. These differences in taxable capacity existed, no doubt, in some measure 
at the time of Confederation, but they have been greatly accentuated as a 
result of fiscal policies in operation since the adoption of the National Policy 
in 1879. Largely as a result of these policies the industrial life of the Dominion 
has been concentrated more and more in the central provinces of Ontario and Que- 
bec. This process did not merely result in increasing the income and taxable capa- 
city of these provinces; it has been accompanied in considerable measure by a 
corresponding decline in the income and taxable capacity of the Maritime Provinces. 
Admittedly it is difficult to calculate in exact terms the effect of the tariff on the 
taxable capacity of the various provinces of the Dominion. But the calculation 
already submitted as to the provincial incidence of tariff subsidies and tariff costs 
makes it abundantly clear that in considering the taxable capacity of the various 
provinces, regard must be had to the effect of the fiscal policy of the Dominion upon 
the industrial and commercial life of the various provinces of which it is comprised. 
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THE TARIFF INCIDENCE AND TAXABLE CAPACITY OF THE 
PROVINCES 


In a previous section of this submission the effects of the Canadian tariff have 
been considered in their incidence upon the several provinces of the Dominion. It 
was noted that the unequa! incidence of the tariff upon the various provinces was 
reflected in the financial position of their governments, and that the most immediate 
effect of the unequal incidence of the tariff was an inequality in the taxable capacity 
of the various provinces. It was acknowledged in the earlier discussions of the 
question, that the economic effects of the unequal incidence of the tariff could not 
be removed by a readjustment of the financial relations between the Dominion and 
the provinces in the form of increased subsidies to such provinces as bore an unequal 
burden of the costs of the tariff. At the same time, it is necessary to consider at this 
stage the unequal incidence of the tariff in relation to the capacity of the various 
provinces of the Dominion to discharge their constitutional responsibilities under 
the terms of the British North America Act. 


Reference has been made previously to the special Economic Inquiry into the 
Australian Tariff in 1929. In an appendix to this study the Committee makes a 
number of interesting observations on the effect of the tariff on state finances. The 
following observations are so pertinent to the situation which exists in Canada that 
they deserve to be quoted at some length: 


(1) “The unequal effects between states are probably the most embarrassing 
consequences of the tariff, but they have their roots in the unequal effects 
between industries, which are natural and inevitable consequences of 
tariff protection. Were Australia one small, compact economic unit, 
in which the benefits of protection were thoroughly diffused, in which one 
common tax system operated, and in which development expenditure was 
equally shared, differences between areas would be less important. But 
with our diverse geographical conditions and our Federal System of 
Government this is not the case. 


(2) ‘The distribution of Australian industries has been substantially modified 
by the tariff. Assistance to protected industries has been provided chiefly 
at the expense of the export industries. We have shown that these in- 
dustries are retarded and that their land values have been curtailed. The 
costs imposed upon them have been borne chiefly in the country districts 
and in the outlying states, which are more naturally adapted for the 
export industries. 


(3) ‘The geographical differences between the states account for differences 
in aptitude, and the benefits of increased production have been transferred 
from areas and states having natural aptitudes for export industries to 
areas and states having natural aptitudes for the protected industries. 
The tariff has, therefore, materially affected the relative prosperity of the 
different states. 
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(4) “The established producers in these areas and states have undoubtedly 
been penalized by the tariff. From the point of view of the states them- 
selves the consequences are not less important. Not only have the in- 
comes of the established producers been curtailed, and therefore the 
taxation derived from land and incomes generally, but some production 
has been prevented, and the state revenue which would have been received 
from that production has been lost. This applies not only to tax revenue, 
but to revenue from various state services, and especially from railways. 
The cost of the tariff has prevented the full use of development utilities 
and the full response to state efforts to stimulate production. 


(5) “The effect on state revenue from these combined causes is obvious, 
though not easily measurable. Still more difficult to measure with our 
inadequate data is the probably more important effect of the loss of ex- 
port production which would have taken place without the excess costs of 
the tariff. This will depend amongst other things, on the varying degrees 
to which the natural resources in each state would respond to a given 
decrease in production costs, a matter on which we have noted our ignor- 
ance. We will only say that the discriminating effect on the revenue of 
different states appears to be substantial. 


(6) “It is natural that the harmful effects of the tariff should express them- 
selves most acutely as difficulties of state finance. The effects are not felt 
directly by landowners, nor in the check to production. Land generally, 
does not decline in value, nor does it go out of production. It merely 
fails to respond adequately to development expenditure and inso far as 
state assistance succeeds in cancelling the tariff costs borne by the farmers, ° 
it does so at state expense. The states which enjoy more than their pro- 
portional share of the benefits of protected industries may be able to 
afford this result. Their taxable capacity is increased through the pro- 
tected industries established in their territories. But opposite results are 
experienced in the other states. Their taxable capacity is lowered, so 
that their rates of taxation have to be increased; industry is further en- 
couraged to concentrate in the more fortunate states, and the cumulative, 
effects which follow intensify the inequalities created by the tariff itself.” 


No apology need be offered for this long excerpt from the Report of the Austra- 
lian Committee on the tariff. It is a clear and succinct presentation of the effects 
of the tariff upon the financial position of the component members of a federation 
and with the exception of a few sentences having a purely local application, it de- 
scribes with surprising accuracy the effects of the tariff upon the financial position 
of the various provinces of the Canadian federation. 


In Canada, as in Australia, the differences in taxable capacity of the provinces 
of the federation are difficult to measure in exact terms. There are however, cer- 
tain indices which assist greatly in obtaining an approximate measurement cf these 
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differences. It can be demonstrated that the cumulative burden of the unequal 
incidence of the tariff subsidies and tariff costs over a long period of years, has had 
a marked influence on the taxable capacity of various provinces of the Dominion. 
It is our contention indeed, that the excess costs of the tariff have imposed such a 
drain upon the annual income of some of the provinces, as to handicap them ser- 
jously in attempting to meet the costs of higher standards of motor highways, and 
the insistent demand for expanding social services. The unequal incidence of the 
tariff on the provinces of the Dominion may be illustrated by repeating for the 
present purpose, the table of tariff subsidies and tariff costs presented at an earlier 
stage of this submission: 


Provincial Distribution of Gains and Losses under Protective Tariff 
on Per Capita Basis 


Province Tariff Subsidy Tariff Cost Net Gain Net Loss 
per capita per capita per capita per capita 
Pebeisiand.2 BUC Dike i: ARYA 23.20 ce SSAA 17.88 
INOMAF COMA sd Sa Ue AE 18.50 30.78 pare 12.28 
INeWo DENS WiICk.2t-s6 chee: ole. 4 toeon 31.58 Ate r 11.67 
OVS NG. i ee Oe ee 46.23 35.20 11.03 
Dit eulO hh ahs Po 64.32 Ane 1oa15 ane: 
Ng PAKRT 8) OED IE oe mg On eek a 28.44 41.69 eee ts | 13.25 
ASK AtCHEW AM so) ete Ab gehs ce ces. SOD oLeil atta 28.16 
PERE: oreo iis Ae cs Re gt 11222 38.15 rik 26.93 
British Columbia. et Se 32.03 54.36 Ott D228 


The costs of the tariff may be said to operate in two ways on the income of 
the province. In a very direct way they lower the purchasing power of the 
annual income derived from production. Their adverse effect upon savings is 
equally self-evident. Indirectly the tarriff operates as a handicap on the import- 
ant export industries of the province, and thereby curtails that portion of its income 
which is derivable from the production of such industries. Thus the net effect of 
the tariff on Nova Scotia is not only to contract potential income but to impose as 
well an annual levy upon the existing income of the province. 


It is true that the effect of the excess costs on production of export industries 
is obscure. It is impossible to say to what extent the income of export industries 
would have been increased if such industries had been relieved of that portion of 
their cost of production which is attributable to the tariff. It would seem reason- 
able to assume, however, that a relief from duties on instruments of. production 
would have enabled the export industries of Nova Scotia to obtain amuch more 
favorable position-in foreign competitive markets, and as a consequence would have 
encouraged a considerable increase in production, which in turn, would have made 
its added contribution to the annual income of the province. It is not improbable 
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indeed, that in the long run the indirect effect of excess tariff costs in curtailing 
income derived from export industries is more significant than the direct effect of 
such costs in reducing the purchasing power of the annual income derived from all 
forms of production. 


The most reliable index of taxable income at present available, is that of net 
production. The following table gives the per capita net production of Nova Scotia 
and other provinces of Canada for the census year of 1931. 


1931 
Province Population Net Value Per Capita 

of Production Net Production 
PAbelctinds ect weak) 6 ee 88,0388 11,924,262 135,44 
Novas SCOUiAS sures ae ete eee 512,846 94,507,795 184 .28 
New? BrunswiCkaem. seus bea: 408,219 64,307,571 15iso5 
Quebec .i5ik tence 2,874,255 686,817,209 238 .95 
Ontamookesen eis: eee 3,431,683 1,083,600,274 315216 
Warnttobaterensss. 0 eee 700,189 113,396,393 161.96 
Saskatchewan. sears. cetse ee 921,785 82,691,410 89.71 (1) 
AIDGEEA 2 eee een eet eee 731,605 | 164,947,717 225.46 
British Columibiaze, «252.080? 694,263 193,751,045 279 .07 
Yukonwesvene 4 230 4 260,226 1,007 .14 


(1) The net production in the western provinces was abnormally low in 1931 because of crop failures 
and the low price of wheat. 


Another useful index of taxable capacity is that of average money wages. 
The following table gives a statistical comparison of average money wages per 
capita in Nova Scotia and other provinces for the year 1931: 


Average Yearly Earnings Average Number of 
Weeks of Employment (*) 


All Ages Males Females Males Females 
Canadas n6 Ux we nee eee ee 927 560 41.12 46.59 
INOVa SCOUAS A ce a te ee ores Cia 763 430 40.35 47 80 
New brUunsWwiCkoes. (. ues sn 754 436 40.96 47.18 
Pe Poe Slat sta oe thas eee ee ee 677 361 46 84 49 18 
CUE DCG cat ea oe rea eer eae 926 480 41.87 46.75 
OnEAM ON fet at ac PE ee ens 1,006 638 41.69 46 .66 
MermikO Dates ce ce ee ee eee 927 559 40 25 45.70 
Sask ALC Wiad oot he. ane ere eet eee 761 SVAS, 7 al koa 46 .26 
IDET tat Cee eee eae 888 597 40 57 46.30 
British Cobian... we 896 625 37.69 45.59 


(*) Average based on wage-earners with earnings stated. 
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It will be seen from these tables that both from the standpoint of per capita 
net production and average money wages the taxable capacity of Nova Scotia is 
substantially less than that of the provinces of Ontario and Quebec, which have 
been the chief beneficiaries of the protective system. This disparity in taxable 
capacity between Ontario and Nova Scotia has its reflection in the relative weight 
of provincial taxation (excluding succession duties), in these provinces in relation 
to their per capita net production. The following table indicates the burden of 
provincial taxation in the two provinces as related to per capita net production in 


the years 1930 and 19381: 


1930 
Per Capita Ratio of per capita 
Province Per Capita Taxation, omitting Taxation to per 
Net Production | Succession Duties capita Net 
Production 
INOwa oCOtlae 4.00... : 223 5.56 2E97, 
(O12 g One 8 Ms ari 402 Gag Li6%% 
1931 
Per Capita Taxa- Ratio of per capita 
Province Per Capita tion, omitting Taxation to per 
Net Production Succession Duties capita Net 
Production 
Nova Scotia............ 184.28 "5.96 3.2% 
Witario OF are i Bee WET T6 “14 BE 27 


It will be seen from the above comparison that in each of the given years the 
ratio of per capita taxation to per capita net production in Nova Scotia was about 
50% higher than in the highly industrialized province of Ontario. In other words, 
although the per capita taxation was higher in Ontario than in Nova Scotia, the 
burden of taxation in relation to production is distinctly lower in Ontario than it 
is in Nova Scotia. 


ANOTHER INDIRECT EFFECT OF THE PROTECTIVE TARIFF 
UPON TAXABLE CAPACITY OF THE PROVINCES 


An indirect result of the concentration of manufacturing in Ontario and Quebec 
under the stimulus of the protective tariff is the artificial enlargement in those 
provinces of two sources of revenue which fall under provincial jurisdiction. One 
of these is the field of corporation taxes. The other is that of succession duties. 
It is not too much to say that the more favourable position of Ontario and Quebec 
in relation to these sources of revenue is due in considerable measure to a tariff 
policy which has operated to contract similar sources of revenue in Nova Scotia 
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and in other provinces. The relative importance of revenues derived from these 
sources in Ontario, Quebec and Nova Scotia during the past five years is indicated 


by the following table: 


Year Nova Scotia Ontario Quebec 
1927 188,384 9,468,950 3,690,542 
1928 221,636 4,667,958 3,744,720 
1929 290,456 6,610,381 A 213,082" 
1930 SLL GZ0 11,229,439 5,294,274 
1931 256,415 9,504,814 6,697,262 
Corporation Taxes 

Year Nova Scotia Ontario Quebec 
1927 730,094 2,630,559 2,658,724 
1928 691,826 2,754,442 3,206,934 
1929 745,060 2,884,168 3,226,803 
1930* 862,230 4,021,082 4,402,082 
ToS ee 876,842 5,476,921 3,983,883 


Succession Duties 


*Includes taxation of land. 
HOW CAN DIFFERENCES IN TAXABLE CAPACITY BE NEUTRALIZED 


It is self-evident that the differences in taxable capacity of the various provinces 
of the Dominion have a direct effect upon the ability of such provinces to discharge 
their constitutional obligations under the British North America Act. All the prov- 
inces have the same jurisdiction; all are under the compelling influence of the 
demand for more and better highways, and larger expenditures for education and 
social services. Ontario and Quebec, with their higher net production, due in a con- 
siderable measure to tariff protection, are obviously in a much better position to in- 
crease expenditures for these services by imposing higher rates of taxation upon their 
people. Nova Scotia, however, as already indicated, is now imposing provincial 
taxation which, in relation to net production is substantially higher than that im- 
posed by the Province of Ontario. Various expedients have been suggested as a 
means of assisting the provinces to meet the growing requirements of these govern- 
mental services, which were not in contemplation when the original financial ar- 
rangements were established at Confederation. Broadly speaking these proposals 
have been as follows: 


(1) Increased subsidies to the smaller and less wealthy provinces. 


(2) A new delimitation ot the fields of taxation with the general object of giv- 
ing the provinces exclusive authority to impose income taxes on individuals. 
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(3) Assumption by the Dominion of responsibility for certain services which 
now fall under the constitutional jurisdiction of the provinces. 


THE PROPOSAL TO NEUTRALIZE DIFFERENCES IN TAXABLE 
CAPACITY BY SPECIAL SUBSIDIES TO PROVINCES HAVING 
A LOW TAXABLE CAPACITY 


It has been suggested that inequalities in the relative taxable capacity of the 
various provinces of the Dominion might be balanced by the payment of special 
subsidies to certain provinces on the basis of fiscal need. “ Looking back over some 
of the subsidy revisions made in past years, it must be acknowledged that increased 
subsidies paid to particular provinces, as distinguished from a general revision based 
upon a formula applicable to all the provinces alike, can be explained only on the 
assumption that differences in taxable capacity have been perceived even though 
the principle itself has not been affirmed explicitly as the basis of revision. Failing 
to find a satisfactory subsidy formula which would apply equally to all the provinces, 
the tendency has been to fall back more and more upon special subsidies payable to 
those provinces which claimed to be unable to support rising standards of govern- 
mental services from their own resources. This practice, it must be repeated, has 
not been founded upon any clear acceptance of the relation between demands for 
special subsidies and the prevailing inequalities of taxable capacity. It has been 
determined more by considerations of political expediency than by any scientific 
investigation of the inter-relation of subsidies, distribution of powers, delimitation 
of fields of taxation, and differences in taxable capacity. 


Doubtless it will be impossible to eliminate completely the payment of special 
subsidies to particular provinces in order to meet urgent and unforseen fiscal needs. 
Certainly it will be necessary to keep differences of taxable capacity in view in the 
general revision of subsidies which must be undertaken in the near future. It is 
submitted, nevertheless, that there are grave objections to the adoption of this 
policy as a complete and final solution of the major problem involved in the present » 
financial relations between the Dominion and the provinces. These objections may 
be indicated briefly:— 


(1) Differences in taxable capacity are not susceptible of exact measure- 
ment. They are relative rather than absolute and may be of a temporary 
character. The fact that broad differences exist can be demonstrated without 
difficulty. But it is not possible to represent these differences in taxable ca- 
pacity in such terms as would permit of their being neutralized in respect of 
the provinces of low taxable capacity by the payment of a fixed scale of higher 
subsidies. Any settlement of this character would be tentative and unstable. 
If adopted it should form part of a more general re-arrangement of financial 
relations and should be made subject to periodic revision. 


(2) The payment of a much higher scale of subsidies to some provinces 
than to others would expose the provinces receiving a substantially larger 
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measure of assistance from.the Dominion Treasury to the charge that they 
were being ‘kept” or ‘“‘pensioned” or ‘‘supported”’ at the expense of the re- 
maining portion of the Dominion. Attention would be focussed on the ob- 
vious fact of inequality in the subsidies paid to some of the provinces rather 
than upon the justification of this unequal scale when viewed in the light of 
differences in taxable capacity. Such an accusation, however, unjust, could 
not fail to affect the morale of the inhabitants of the provinces receiving special | 
assistance. Inevitably it would lead to invidious comparisons and recrimin-— 
ation. Instead of promoting harmony it would produce friction. 


(8) Past experience with subsidies has proved that unless they are desig- 
nated for specific purposes they are likely to lead to extravagant spending, a not 
unnatural result when there is a disjunction between the taxing and the spend- 
ing authority. The pressure for economy is reduced to a minimum when a 
large proportion of provincial revenue is obtained not from taxation but from 
general subsidies for which the spending authority is not directly accountable 
to the taxpayers. If special subsidies payable to certain provinces are to form 
part of a more general settlement of financial relations between the Dominion 
and the provinces they might be accompanied by measures of budgetary con- 
trol undertaken by the provinces receiving them as a condition of their pay- 
ment. 


THE PROPOSAL TO INCREASE THE POTENTIAL REVENUES OF THE 
PROVINCES BY GIVING THEM EXCLUSIVE AUTHORITY TO 
IMPOSE TAXES ON INDIVIDUAL INCOMES. 


As a means of enabling the provinces to raise revenue sufficient to meet the 
growing demands for larger expenditures on highways, education, and social services 
it has been proposed that the Dominion should make a partial retirement from the 
income tax field. As already indicated, the Dominion recognized that its appropria- 
tion of the income tax field during the late war would cause embarrassment to the 
provinces. It was intimated, in fact, that the Dominion would take the earliest 
opportunity of retiring from this field of taxation in order to make it available to 
the provinces exclusively. Owing to the magnitude of expenditures during the war 
period this expectation has not been realized. The Income Tax has become one 
of the two major sources of revenue for the Dominion. 


The Dominion Income Tax as now levied applies under separate schedules of 
rates to corporations and to individuals. From 1923 onward the amount of income 
tax collected from corporations has been substantially greater than that collected 
from individuals. Since it has been recognized that the service of the war debt 
makes it impossible under present conditions for the Dominion to retire wholly 
from the income tax field, it has been suggested as a compromise arrangement that 
the Dominion should retain the income tax on corporations and leave the tax on 
individual incomes to the provinces. It has been assumed by those making this 
suggestion that the provinces would be enabled to secure sufficient revenues 
through the income tax on individuals to meet the growing demand for larger expend- 
itures on highways, education, and social services. 
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Despite its seeming reasonableness, it cannot be said that this proposal offers 


any satisfactory solution of the fiscal difficulties of the smaller provinces. 


benefit most the provinces that need it least. 
on the provinces whose low taxable capacity now operates as a handicap to their 
efforts to provide governmental services comparable to these existing in the larger 


It would 


It would confer no substantial relief 


provinces. The following table indicates the amount of individual and corporate 
income tax collected in the various provinces of the Dominion during the last five 
years:— 
1928-1929 
Individuals Corvorations Totals 
Provinces No Amount No. Amount No. Amount 

[PRO NES ES 0c AS ene ee ee, ee 367 26,084.75 51 12,569. 2:6 418 38,654.01 
INGWarsCOtianiasertk as ae 3,693 330,181.03 240 263,168.50 3,933 593,349 53 
News BbnunswicKeacln.. 4.45 2,682 290,947.34 218 262,739 .05 2,900 553,686.39 
Otehecameere se ees) -45% 28,918  8,718,644.64 1,644 11,108,564.84 30,562 19,822,208.98 
Ontario...............--.-....-.. 55,743 11,5382,268.84 3,280 17,153,013.74 59,023 28,690,282 .58 
NianitObaaen enn LOMA st SIG AQS {OG msn OO Ih 9o6, 106290 ml 7Sleew oa 212,005..00 
Saskacchewalls setesta. a. je s+ es) 467,949.64 343 426,544.26 8,142 894,493 .90 
Allpentarneaere sutton ste aver ntele 8,221 731,457.28 255 674,148.78 8,476 1,405,606.01 
Bry Columbia see ce <iss 6. 11,732 1,869,836.94 798 2,7538,866.00 12,525 4,123,202.94 
DVAICONAM TEs Po saeto re carclenan ies 334 9,579.15 7 18,653.90 341 28,233 .05 

MLOMAUS rane Seen ace 129,663 24,793,448.52 7,488 34,628,874.73 137,101 59,422,323.25 

1929-1930 
Individuals Corporations Totals 
Provinces No. Amount No. Amount No. Amount 

ee plislandarcs.s05 ie bevel tarins sp \0 406 30,634.58 47 14,544.01 453 45,178.59 
INGENIOUS Soe a cub Ehade 3,689 365,265.48 257 281,947.47 3 946 647,212.90 
New Brunswick. ....9...0- 2,759 4 SoonieleEcoU 270,645.22 2989 611,978.33 
Muebecr arc ase oats 31,061 9,744,844.01 1569 18,564,050.11 326380 23 308,394.12 
Ontario eee 63,004) 12'332'235.59) 3 497 20796,396.92, 66501 33.123; 632- 51 
Minit Oba ne ene lS 2m 1490 982076 GLOmen A216) ( 86721 OSS LOT 163: 97 
Saskatchewan. ....05-. 0.6 8,187 518,575.50 422 518,880.16 8609 1087,405.66 
PA ertasecsess = 2 seis er tevelen sees © 8,893 911,074.45 446 1,089,905.05 9339 2000,979.50 
Br Columibiaececstte es cke-1s 12,545 1498887.23 865 2996,761.82 13410 4495,649.05 
BYACO ti etegsintcve cusuareieye cms oncrs 298 2,922.07 5 16,935.01 303 19,857.08 
eade@ fice tars. hearst: 1,247 51 16,422.01 17,669.52 

LOMAS warestetecisa. ce 142,154 27,237,502.24 7,957 41,783 223.99 150,111 69,020,726.23 
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1930-1931 
Provinces No. Amount No. Amount No. Amount 
Ba Raiicla nd deeey sees crete oe alle 490 30,649.44 54 15,022.06 544 45 671.50 
INOVaEScollanercns Eater eee 3,462 364143017 ) 267 301,866.09" = 3,729 666 009.26 
Ne we Bisumcwiie kin on) eee: 2,822 353,876.64 222 259,070.30 3.044 612 946.94 
Quebec: wee see ae. So eee 30,211 9,466,028.55 1,524 13,621,541.95 31,7385 23,087 570.50 
Ontaion seeteemi on ee CL TIS TN 1993 G4 SrO9 mS Ameen tO G2 Ze OSM OS OS0MS zu le ronelen On 
Meanttobas-(cn et acm opens 10,764 1,897,110°35 625 2;140,660:69 11,389 3,5387,771.04 
Saskatchewan. see nies 7,544 438,667.36 305 494,277.00 7,849 932,954.36 
(Alibettian eter ce beta cts toss, eo ee 8,956 1,001,748.07 458 1,814,294.44 9414 2,316,042.51 
Bra Golumibtan sc see: TAZTS STOO Ti S827 8 bab 4oceI oO Gee LOG: Aba eo0 
TY vileqines ere Bicts > op eee ce ee 360 ' 6,200.09 4 12,833.99 364 19,034.08 
BIE YGL OUND a op oth dye hao moos 797.65 8,899.29 9,696.94 
CRO UATES © ve ates, eras 143,601 26,624,181.12 7,603 44,423,840.93 151,204 71,048,022.05 
1931-1932 
Provinces No. Amount No. Amount No. Amount 
PS BAlsiand:.c.cee se oo near 363 Zo SOD Si: 43 11,420.56 406 40,929.93 
Novae Scotian savas. at Ane 3,589 400,801.94 240 433,034.03 8,829 833,835.97 
NewabBrunswick ies... ete 2,668 313,311.48 190 217,540.50 2,858 530,851.98 
Quebet.9.ee oo 4 er in. a eames 29,368 8, 735,717.18 1,200) 11,935,30853) 30)568 205671, 025571 
Ontapio ey s.0.s selene aoe ROULS DO MEL ILO O Ooaeen 21D 2.9mm S692 64716 lOc Soi oO moore O OM4s 
Manitobar..6 sacl sens cen LO 00e a IkOZd(SGn plummet oluml UO OGL (Om OreoSmmncraaete somo U0 
Saskatchewan. jem et eer ee 5,479 250,186,991 273 148,293.80 5,752 403,480.79 
(Al reritain. tae t,t cert tee teen ae eng 7,807 832,470.89 362) 1021377, 19 8,169 1,8538,848.08 
BrG@oltmbian- ae eee 13,658 1,596,569.83 1,716 2,807,282.78 14374  4,403,852.61 
Yulconser tet tice eit ae 324 7,306.30 6 3,053. 40 330 LOSSIaTC 
Head" ORCeter neas in tee careers SOZnOM 5,007.49 5,560 .10° 
AWOW SS Se ae en cent: 133,621 ~24,772°845.57 7,010 36,481 554.23 139 63 61,254,399.80 
1932-1933 
Individuals Corporations Totals 
Provinces No. Amount No. Amount No. Amount 
PH ialkslandie<25e 496 25,189.92 57 59,670.39 553 84,860.31 
INOWaESCOUIE aes eNotes 4,988 448,054.67 247 441,294.26 D200 889 348.93 
New Brunswick.o5.)...05. 52". 3995 Bub SOs BW + le 248 697.87 4,169 592,411.24 
Ouebeckiee wos: WAS. 87,445 9521 960.21 1573 11,930,106.79 39,018 21,452,067.00 
Ovo AKO Eri ee item Fe Cherreway IWR eiiémiccall rekon TRCN Ira | Vas) eal NOM SUL BGI C2: 
What Oya cos, vances ic ck SR ee 12,263 1,016,340.59 423 1118,051.95 12686  2,134392.54 
Saskatchewan... $4) 0.5 Wa eye. 6,221 22:2, Wie. 16e 161 116,380.70 6,382 338,512.46 
oS Pentaeeeaaeeer 8,498 SS OiaeOib — 8's 859 954. &2 8736 1,408,125. 83 
Bites Go iii iceeecm atin et eee TD SI Goi SOR IT Gos 2405. lo Orolo OO mE OoeED oD mAS 
Vikor ae ote th ens bt ie see 388 10,381.59 6 710.58 3894 aA A) 
Head* Offices ren aon ieee ree 391,092.14 936.92 392,029.06 


TOTALS 


156,972 25 959,465.54 6,483 


35 197 231.30 173,455 


62 066 696 84 
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It is apparent from these figures that the benefit arising from the proposed 
transfer of the individual income tax to the provinces would accrue largely to On- 
tario and Quebec, the same provinces which now enjoy a higher taxable capacity 
because of the concentration of the industrial life of the Dominion within their 
borders. The amount which Nova Scotia would have received under the proposed 
arrangement would not have exceeded $450,000 in any of the last five years. The 
amounts receivable by New Brunswick and Prince Edward Island would be equally 
inadequate as a means of relieving their financial stringency or of expanding their 
governmental services. As the individual income tax is in itself a reflection of the 
variations in taxable capacity among the provinces of the Dominion, the mere act 
of giving over this source of revenue to all the provinces alike would emphasize 
these differences rather than neutralize them. 


It must be noted again at this point that the higher taxable capacity of On- 
tario and Quebec is the result in large measure of the concentration of manufactur- 
ing in these provinces under the encouragement of a high protective tariff. Judging 
by the experience of the past three decades, the advantage in the per capita income 
enjoyed by Ontario and Quebec as compared with the Maritime Provinces is likely 
to increase rather than decrease in future years unless there should be a drastic 
change in the fiscal policies of the Dominion. The tax base of Nova Scotia, for ex- 
ample, has been narrowing steadily in recent years asa result of the decline of manu- 
facturing activity, the corresponding decline in agriculture, the handicaps imposed 
upon its export industries by the tariff and the decrease in its population. At the 
same time the tax base of Ontario and Quebec has been broadened as a result of the 
establishment of new manufacturing industries under the direct encouragement of 
the tariff. There is no reason to believe that these opposite trends in the two groups 
of provinces will be reversed or even arrested in the near future. In addition to the 
expansion of income in Ontario and Quebec which can be attributed directly to the 
growth of protected industries. these provinces have the added advantage of large 
areas of agricultural land still available for settlement, and great resources of min- 
eral wealth which already have undergone extensive development. Nova Scotia, 
and the Maritime Provinces generally, do not possess these possibilities of expansion 
and new creations of wealth. Their boundaries as determined originally before 
Confederation are not capable of extension, Their mineral wealth is incapable of 
any large degree of additional development. Their population is decreasing instead 
of expanding. Their export industries are operating under a heavy handicap. For 
all of these reasons the individual incomes which might be available for taxation are 
unlikely to increase in Nova Scotia. The only manner in which the individual in- 
come tax could be made substantially productive in this province would be to apply 
it to much lower brackets of income than are now covered by the Dominion sche- 
dules. This would merely accentuate the disparity between the weight of taxation 
as related to income in Nova Scotia and in the highly industrialized provinces of 
Ontario and Quebec. 


Finally, the transfer of individual income taxes to the provinces would simply 
mean that the chief beneficiaries of the protective system, Ontario and Quebec, 
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would be enabled to appropriate for themselves and for their own development a 
still larger proportion of the subsidies received by their manufacturers under the 
protective tariff. It is important to remember that these subsidies are paid in con- 
siderable measure by the inhabitants of the other provinces. In other words the 
manufacturing industries which contribute so largely to the income tax both indi- 
vidual and corporate as well as to the general revenucs of Ontario and Quebec are 
sustained by the contributions and sacrifices of the other provinces of the Dominion. 
The protected industries of the Dominion and the incomes derived from them are 
concentrated to the extent of about 80% in the provinces of Quebec and Ontario. 
The only way in which a portion of the income derived from this abnormal concen- 
tration of manufacturing in Ontario and Quebec can be distributed equitably . 
among the other provinces is to leave the income tax in the hands of the Dominion 
with the understanding that it shall be used as an instrument of redistribution of 
national income. It must serve as a conduit through which a portion of the income 
which has been transferred from the other provinces to Ontario and Quebec as a re- 
sult of the protective tariff shall be returned to those provinces whose taxable ca- 
pacity has been affected adversely as a result of the unequal incidence of the pro- 
tective tariff. 


ASSUMPTION BY THE DOMINION OF RESPONSIBILITY FOR CERTAIN 
SERVICES WHICH NOW FALL UNDER THE CONSTITUTIONAL 
JURISDICTION OF THE PROVINCES. 


It has been indicated that Nova Scotia in common with other provirices of the 
maritime group is unable because of its low taxable capacity to meet the demand for 
increased governmental services without imposing an intolerable burden upon ‘its 
surviving industries and its declining population. 


It has been demonstrated that the incidence of the Canadian tariff upon the 
economic life of Nova Scotia has contributed materially to its low taxable capacity 
through the drain upen its annual income and the burden imposed on its export 
industries. 


It has been suggested that the financial difficulties of the provincial govern- 
ments cannot be met satisfactorily either by an increase in the subsidy received from 
the Dominion or by a partition of the income tax field which would give the prov- 
inces exclusive authority to impose income taxes on individual incomes. 


It is submitted therefore that the most satisfactory means of relieving the 
financial handicap on the provinces of low taxable capacity is the assumption by 
the Dominion of responsibility for certain services which now fall under the con- 
stitutional jurisdiction of the provinces. 


The services which should be assumed generally by the Dominion are as 
follows :— 
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(1) Full responsibility for Old-Age Pensions. 


(2) Full responsibility for Unemployment Insurance in so far as such a 
measure when adopted calls for governmental contributions. 


(8) Continuing grants for the maintenance of Technical and Agricultural 
Education, subject to revision after each decennial census, and with no stipu- 
lation requiring equal contributions for such purposes by the provinces. 


(4) The co-ordination of the Agricultural and Health departments and 
other concurrent services of the Dominion and the provinces with a view to 
the avoidance of duplication. 


The assumption of these responsibilities by the Dominion is recommended by a 
number of considerations. 


(a) They are services which obviously were not in contemplation when the 
financial arrangements between the Dominion and the provinces were established 
originally at Confederation. 


(b) They are services which should be developed in accordance with common 
standards throughout the entire Dominion. 


(c) They are services which ought to be established and controlled by the 
legislative authority which has access by taxation to the profits of industry and 
commerce. 


(d) Their assumption by the Dominion would permit the provinces to release 
a larger share of their revenues for the development of their industrial resources 
and the promotion of trade. Under existing circumstances, the growing burden of 
social services is such as to prevent the smaller provinces especially from using a sub- 
stantial portion of their revenues for developmental purposes. 


Unless these services are assumed by the Dominion with its unrestricted taxing 
powers the provinces with low taxable capacity will be compelled to maintain stand- 
ards of governmental services inferior to those supplied in the provinces which have 
been the chief beneficiaries of the fiscal policies of the Dominion during the past 
sixty years. Their assumption by the Dominion is the only satisfactory means of 
alleviating the continuing effects of the unequal incidence of the tariff upon the fin- ° 
ancial position of the provinces. 


THE PERIODIC REVISION OF SUBSIDIES 


With the transfer to the Dominion of the services enumerated above the ques- 
tion of annual subsidies to the provinces stillremains. The acceptance of additional 
obligations by the national government merely rectifies an omission in the original 
federal scheme and ensures that certain common standards of social services shall be 
maintained in all the provinces. It does not remove. the necessity of special finan- 
cial assistance to the provinces as contemplated in the original scheme of federation 
nor does it rectify the position of the provinces whose industrial and commercial de- 
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velopment has been arrested or prejudiced as a result of policies pursued by the 
national government. 


It must be recognized that the inequities in the fiscal position of the various 
provinces resulting from the incidence of national policies are not static but may be 
altered from time to time through changes in these policies. It is impossible to se- 
cure stability of subsidy payments for more than a limited period. In such circum- 
stances it is suggested that the subsidies payable by the Dominion to the provinces 
should be made the subject of investigation and report by a Joint Commission re- 
presenting the Dominion and the provinces and that this Commission should re- 
commend a scale of annual subsidies which should apply until the year following the 
next decennial census. Thereafter the subsidies payable to the provinces should be 
reconsidered and revised if necessary in accordance with the recommendation of a 
similar Commission set up in the year of each decennial census. 


In the determination of the subsidies to be paid until the year following the 
next decennial census the 1907 scale of payments with subsequent revisions in 
favour of particular provinces should be taken as the foundation and the investiga- 
tion should be regarded as implementing the recommendation of the Royal Com- 
mission on Maritime Claims on the subject of re-assessment of subsidies. Due con- 
sideration must be given, however, to the unequal incidence of the tariff upon the 
several provinces and to their relative taxable capacity as indicated by indices of 
wealth and income. Any additional payments to the provinces should be made re- 
troactive to the year 1932, that is, to the year following the last decennial census. 


The subsidies having been determined in the first instance in accordance with 
the recommendations of a Joint Commission as indicated above, it will be desirable 
to adopt a principle of subsequent revision which will operate automatically within 
a narrow range of discretion given to the Commission which shall recommend fu- 
ture changes at each decennial census. This should not be impossible despite the 
obvious difficulty of securing general assent to any principle of equitable distribu- 
tion. If fiscal need is to be the basis for any special subsidy payable to a province or 
group of provinces, it will be necessary to adopt some arbitrary tests of fiscal need 
which will bear an intelligible relation to the relative wealth and revenue capacity 
of the various provinces. Such a formula would have to be worked out with the 
co-operation of the Bureau of Statistics on the basis of indices which will reflect 
with reasonable accuracy the fiscal needs of the various provinces in relation to their 
separate revenue resources. Perhaps the most satisfactory guide in the payment 
of additional subsidies would be the relative per capita income indices, duly tested 
by reference to one or two other basic indices, such as that of total wealth, net pro- 
duction, etc. Ifthe index for any previous settlement shows a declining tendency be- 
tween successive decennial revisions relatively to an average index for the whole 
Dominion there is a prima facie case for extending further assistance to it, by dis- 
criminating in its favour in the matter of subsidies or subventions. And conversely 
if the index shows arising tendency. The desideratum is to secure stability of pay- 
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ments for fixed periods and to remove the revision of subsidies from the dangers and 
abuses of political manipulation. 


A CLARIFICATION OF PROVINCIAL TAXING POWERS 


A subject closely related to the revision of financial arrangements proposed in 
the preceding paragraphs is the clarification of the taxing powers of the provinces. , 
The powers of the Dominion Parliament to tax for Dominion purposes are unlimited. 
Under Section 91, sub-section 3, of the British North America Act the Dominion 
Parliament is given authority to the “‘raising of money by any mode or system of 
taxation.’’ The taxing powers of the provinces, on the contrary, are restricted. 
Under Section 92, sub-section 2, each provincial legislature is given authority to im- 
pose “direct taxation within the province in order to the raising of a revenue for 
provincial purposes.’’ Under Section 92, sub-section 9, provincial legislatures are 
mee permitted to raise revenue by “‘shop, saloon, tavern, auctioneer and other 
icenses. 


The limitation of the provinces to direct taxation and licenses has placed a 
severe strain on the ingenuity of the finance departments of provincial governments. 
Their embarrassment has been increased by the fact that the Dominion is empower- 
ed to invade the field of direct taxation. At present the provinces have no wide 
powers of taxation which are peculiarly their own, and the Dominion through its 
appropriation of the income and sales tax fields has deprived the provinces in effect 
of the opportunity to cultivate these elastic sources of revenue. It cannot be said, 
moreover, that the courts in their interpretation of the taxing powers of the Domin- 
ion and provinces have developed any satisfactory distinction between indirect and 
direct taxes. In general they have been influenced by J. S. Mill, and have adopted 
the view that the character of the tax is determined by the intention of the legisla- 
ture which imposed it. 


In the United States the recent tendency of judicial opinion has been to admit 
that only obviously direct taxes, like property taxes, and poll taxes, are direct in 
the constitutional sense. If such a rule were adopted by the courts in Canada it 
would place a severe restriction upon the taxing powers of the provinces. The 
truth is that the distinction between direct and indirect taxes is extremely vague, 
and the attempt to maintain it in Canada has not been satisfactory. It is submitt- 
ed, therefore, that in the consideration of new financial arrangements between the 
Dominion and provinces, attention should be directed to the task of re-defining the 
taxing power of the Dominion and provinces respectively under the federal consti- 
tution. 


THE REVISION OF THE DEBT BURDEN OF THE PROVINCE 


One further subject should receive attention from the standpoint of the prov- 
inces in any broad revision of the financial arrangements of the British North 
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America Act. The debt structure of the provinces is such as to impose a heavy 
and growing burden upon their revenues. In Nova Scotia the interest required to 
maintain the service of the provincial debt has increased from $505,642 in 1916 to 


$2,083,937 in 1981. 


It has already been emphasized that a large proportion of the debt of the proy- 
ince has been incurred in respect of services which were not in contemplation when 
the British North America Act was framed. 


The terms and distribution of the provincial debt are such as to preclude the 
conversion of the debt by the province at lower rates of interest. The bonds, for 
the most part are not callable and are held largely outside the province. — It would 
appear that the only means by which the interest burden on provincial debts can be 
reduced is through a scheme of conversion in which the Dominion Government will 
lend its credit for a broad scheme of refunding at lower rates of interest. The 
Commission will have an opportunity of discussing this problem fully with the 
Provincial Treasurer and other officials of the Treasury Department of the pro- 
vince. It is a matter of the utmost importance to Nova Scotia as one of the 
smaller and less wealthy provinces of the Dominion. 


tot 


CHAPTER XV. 
CONCLUSION 


In concluding this submission on behalf of the Government of Nova Scotia, 
it may be useful to recapitulate briefly the grounds upon which this province bases 
its claims for relief and compensation: 


i 


Tt has been indicated by historical evidence that Nova Scotia entered 
the Canadian Federation under circumstances which established the 
strongest equitable claim for special consideration of its economic in- 
terests in the administration or revision of the federal constitution. 


It has been indicated that this equitable claim for relief was so sub- 
stantial on its merits as to elicit fromresponsible Ministers of the 
Crown in Great Britain repeated and unequivocal assurances that the 
Dominion Government would relax and modify the arrangements 
of the federal constitution in relation to taxation, the regulation of 
trade, and fisheries in so far as these arrangements were found to be 
prejudicial to the peculiar interests of Nova Scotia and the Mari- 
time portion of the Dominion. 


It has been indicated that in fact the only provisions of the federal 
constitution which were relaxed in favor of Nova Scotia were those 
which related to the original financial settlement between the 
Dominion and the province. 


It has been demonstrated that the Dominion Government, in the ex- 
ercise of its powers for the regulation of trade, initiated and has con- 
tinued a tariff policy which, in its operation, has been and is now 
prejudicial to the interests of Nova Scotia and the Maritime portion 
of the Dominion. As a result of this policy there has been a gradual 
but steady decline of manufacturing in this province, accompanied 
by an arrested development of its export industries, due largely to the 
incidence of tariff costs upon these industries during a period of more 
than half a century. This undermining of the basic economic in- 
terests of Nova Scotia has been followed by social consequences of a 
grave character culminating in an absolute decline of its population 
and a lowered standard of living for an increasing number of its in- 
habitants. 


It has been demonstrated that the economic retrogression of Nova 
Scotia has been: accelerated by transportation handicaps which are 
closely inter-related with the development of the fiscal policy of the 
Dominion. As a result of the combination of tariff and transporta- 
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tion disabilities Nova Scotia has been placed under severe handicaps 
in respect both of internal and external trade. 


It has been proved that the persistent enervation of the industry 
and commerce of the province has had its reflection in the lowering 
of its wealth and income. This diminution of the revenue-pro- 
ducing capacity of the province has made it difficult, if not impossible, 
for the provincial government to discharge the obligations entrusted 
to it under the federal constitution, and to meet the growing de- 
mand for social services on a basis comparable to the services es- 
tablished by other provinces. 


It has been demonstrated that under the existing constitution as in- 
terpreted in the light of modern social philosophy and judicial inter- 
pretation, and under the fiscal and transportation policies and ar- 
rangements now subsisting, it is impossible for Nova Scotia to main- 
tain itself as a self-reliant and economically healthy community with- 
in the Canadian Federation. 


It has been submitted that the removal of the economic disabilities 
of Nova Scotia can only be accomplished by important modifications 
of the fiscal and trade policies of the Dominion, accompanied by 
developmental undertakings designed to assist in the establishment 
or resuscitation of forms of economic activity for which the province 
possesses natural advantages by virtue of its resources and geograph- 
ical location. ; 


It has been demonstrated that the British North America Act, 1867, 
in respect of its distribution of powers, del'mitation of fields of tax- 
ation, and arrangements for subsidies to the provinces, is unsuitable 
and inadequate and imposes burdens upon the province which were 
not in contemplation when it was enacted. It has been submitted 
that the time has now arrived when these original arrangements of 
the federal constitution should be reconsidered and revised in the 
light of the experience of the past sixty-seven years, and in accord- 
ance with the requirements of the present day. 


Upon these various premises, it is urged that Nova Scotia is entitled 
to relief and compensation, not merely in pursuance of the assurances 
given on the occasion of its entrance into the Canadian Federation, 
but also on the broad equitable ground that a federation defeats its 
primary purpose if through its constitutional arrangements or through 
policies instituted by the national government it accomplishes the 
gradual debilitation of one or more of the provincial communities of 
which it is composed. 
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APPENDIX A. 


DETAILED SURVEY OF MANUFACTURING IN NOVA SCOTIA 


Nov Ie 


No. 2. 


No. 3. 
No. 4. 


1900-1933. 


Survey of factories removed from the province or closed during period 


1900- 1933. 


Estimated loss of population and municipal revenues due to decline of 
manufacturing in the province. 


Manufacturing industries now established in the province. 


Census survey of manufacturing in Nova Scotia (1931). 
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NUMBER I. 


DETAILED SURVEY OF MANUFACTURING IN NOVA SCOTIA 


1900-1933 : 


In order to obtain from local sources of information a record of manufacturing 
in Nova Scotia, 1900-1933, a questionnaire was addressed to the Town Clerks of 
Incorporated Cities and Towns throughout the Province. This questionnaire was 
in the following form: 


I 


(a) What manufacturing industries (employing five hands or more) were 
operating in your community in the years 1901, 1910, 1921, and 1931 re- 
spectively? 

(b) What products did they manufacture? 


What was the average number of employees in each of these industries in 
the years specified? 


(a) What industries to your knowledge have been closed down or removed 
from your community since 1900? 


(b) What reasons are given for the close-down or removal in each case? 


(a) What industries are established in your community at the present 


time? 


(b) What products do they manufacture? 
(c) What is their average working force in each case? 


To what extent (estimated) has your community suffered a loss of tax 
revenue because of the disappearance of industries formerly established? 


To what extent has your community suffered a loss of population for the 
above reason? 


The information received in response to this questionnaire affords interesting 
evidence of the trend of manufacturing activity in Nova Scotia. It is subject, of 
course, to the defects common to all Questionnaires, in that the answers given are 
not strictly uniform, and are based, no doubt, in part upon inadequate information, 
especially for the earlier years of the period under review. At the same time, the 
information was presented in considerable detail, and there is no reason to doubt its 
general accuracy as to the facts. Question 3 (b), which asked for the reasons given 
for the close-down or removal of factories, allowed considerable latitude for the ex- 
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pression of individual opinion, and some of the answers given would, no doubt, have 


to be corrected on further investigation, assuming facts were available. 


The fol- 


lowing tabulation gives a summary of the information given in answer to this ques- 
tionnaire, under the following headings: 


Town or City 


Factories closed down or removed since 1900. 


Products manufactured. 


Reason for close-down or removal. 


Factories closed or 
removed since 1900 


Products 
Manufactured 


Reason 


Amherst 


Annapolis Royal 


Antigonish 


Berwick 


Bridgetown 


Amherst Woolen Mills 
Malleable Iron Woiks 
Ambherst Pianos Ltd. 
Cumberland Pork Packers 
Amherst Motor Works 
Victor Woodworks 


Buckler Brick Co. 
Callas Whitman & Co. 
Elec. Light Co. 

R. Hardwick 

R. C. Hamilton 

A. M. King 

Pickles & Mills 
Annapolis Larrigan Fac. 
Annapolis Hardwood Co. 
Canada Ski Co. 
Robin Jones & Whitman 


Chair factory 


Westein Canners Mar. 
Ltd. 


McKenzie Crowe & Co. 
Ltd. 
Bridgetown Foundry Co. 


Bridgetown Brick & Tile 


Parker Canning Plant 


Cloth yarns blankets 
Castings etc. 
Pianos Gramaphones 


Builders’ supplies 


Brick 

Fish dryer 
Electricity 
Contractors’ supplies 
Printing 

Clothing 

Lumber 

Larrigans & shoepacks 
Flooring 

Skis & sleds 

Fish dryer 


Can. Apples 


Tannery; larrigans 


Bldg. brick & tile 


Prep. Pumpkin 


Narrowing of market for 
product and persistent loss 


on operation. Centraliza- 
tion of mfg. in Central 
Canada. 


World-wide 
economic 
conditions. 


a 
— —= 


Outside competition. 


Liquidation. 


Demand died. 

Outside competition and 
bankruptcy. 
Amal. with 
Bankruptcy. 
Lack of capital. 


New oe ebrick, 


Town or City 


Factories closed or 
removed since 1900 
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Products 
Manufactured 


Bridgewater 


Canso 


Clark’s Harbor 


Dartmouth 


Digby 


Dominion 


Glace Bay 


Halifax 


Davison Lumber Co. 
C. N. R. Office & Shops 


Four factories 


Cooperage 

2 Canneries 

2 Fish plants 
2 Blacksmiths 


Calder Fraser Co. 
Dartmouth Rolling Mills 


Douglas Iron Foundry 
Evans & Son Ltd. 


Halifax Breweries Ltd. 
Alex Hutt 

G. C. Kingston 
Joshua Mader 

R. J. Matheson 

J. P. Mott & Co. Ltd. 
Mumford’s Iron Foundry 
N. Russell & Co. 
Wallace Iron Foundry 
A. A. Webber & Son 
E. F. Williams 


Fish products 
Can. lobster 
Smok. & dry fish 
Glue & fertilizer 


Fish barrels etc. 
Can. lobster etc. 
Boneless Cod 


Cornmeal 
Bar Iron 


Castings 
Boilermakers 


Ale & Stout 
Carriage bldr. 


Boat builder 

Flour & Meals 
Soap Cocoa Choc. 
Castings 

Cans tinware 
Castings 

Boiler makers 

Boat builder 


Deep sea fishing by schooner & motor boats 


1A Colliery Dom. Coal Co. 


Never had any 


’ Longard Bros. 


McDonald & Co. 
John Fry 
Ba J: Scott 


Machinists hot wtr. 
Engineers 

do 
Bakers 
Bakers 


Amherst Boot & Shoe (Branch) 
J. W. Heckman Boot & Shoe Mfg. Co. 


Reason 


Raw material exhausted on 
LaHave watershed. 
Policy of centralization. 


Failure of fishing industry. 
Better facilities elsewhere 
to1 removal of one industry 
to Halifax. 


Lack of demand. 

Change in regulations. 
Unable to operate at a pro: 
fit. 


Death Mr, Calder and 
Upr. Can. competition. 
Lim. capital & internal dis- 
agreement. 

Upr. Can. competition, 
Bought out by Hfx. Ship- 
yards. 

Prohibition. 

Upr. Can. competition. 


of 
4 
“ee 


Upr. Can. competition. 
4c 


Bought by Hfx. Shipyards. 
Death Mr. Williams and 
exp. of property by C. N.R. 


Geographical. 


Taking coal from 1B in 
Glace Bay. 


Town or City 


Factories closed or 
removed since 1900 
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Products 
Manufactured 


Halitax (Cont’d.) 


Robt. Taylor & Co. 
Power & Co. 


Shoe mfgrs. 
Brass founders 


Highland Spring Brewery Co. 


Halifax Breweries Ltd. 
Geo. Thompson 


Carrite Paterson Mfg. Co. 


Jas. Dempster & Co. 
J. C. Merlin 

Rhodes Curry & Co. 
Leslie Hart & Co. 

J. J. Carnell 
Hosterman & Graves 
A. J. McNutt 

Glenn & Brown 
Halifax Cigar Co. 

W. & C. Silver 

F. J. Quinn 
Cunningham & Curren 
Gun & Co. Ltd. 

Dom. Cotton Mills Ltd. 
Brown & Webb 


Forsythe Sutcliffe & Co. 


Simpson Bros. & Co. 
Ferguson & Cox 

W. W. Howell & Co. 

J. A. Thompson 

M. S. Brown & Co. Ltd. 
W. Bishop & Co. 

J. M. Chase & Co. 

C. Blackadar & Sons 

G. Flowers & Son 

T. Forhan & Co. 

Parker & Taylor 

J. Quigley & Co. 

Hfx. Shovel Co. 

E. P. Forbes 

Burns & Co. 

Ezra Davidson 

C. R. Hoben & Co. 
Acadia Tobacco Factory 
Mayflower Tobacco Co. 
McAlpine Pub. Co. 


Broom & Brush Factory 
Roofing 

Sash Factory 
Sash Factory 
Sash Factory 
Canned goods 
Carriage builder 
Carriage builder 
Carriage builder 
Cigar mfgrs. 
Cigar mfgrs. 
Clothing mfgrs. 
Aerated waters 
Cornmeal 
Cornmeal 


Mfg. Chemists 


ae ae 


Brass Founders 
Boiler makers 
Foundry 

Mfg. Jewellers 
Marble Workers 
Match mfgrs. 

Sail makers 

Sail makers 

Sail makers 

Sash & Door mfgrs. 
Shovel mfgrs. 

Skate mfgrs. 

Slate & Wood mantels 
Sheet metal worker 
Heating & Plumbing 


(Suc. by Royal Print & Litho) 


Canada Atlantic Canning Co. 


E. F. Hart & Co. Ltd. 
T. F. Smith & Co. Ltd. 
Silliker Car Co. Ltd. 
Brittania Mfg. Co. 
Maritime Mfg. Co. Ltd. 
Hfx. Steam Cooperage 
Silliker & McMann 


Canners 
Canners 


Ry. Cars 
Cloak & Skirt mfgrs. 
Overalls etc. 


Mfgrs. Office Fittings! etc. 
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Factories closed or Products 
Town or City removed since 1900 Manufactured Reason 
Inverness Nil Sold out. Moved to Am- 
herst. 
Kentville McKay Motor Co. Owner in Ontario. 
Kentville Woodworkers Claimed no market. 
Apple Evap. Plant 
Liverpool Shipbuilding Lack of markets. 
Pulp Mills i) 
Iron Foundry Xe 
Sail Lofts i 
Wooden Box Factory ue 
Bucket Factory - a 
Ski Plant cu 
Lockeport Cannery Change in lobster law. 
Fish Firm 
Louisbourg Lobster Factory 
Dominion Coal Co. Only ship from here 
in winter months. 
Mahone Bay Mahone Machine Co. Bad management 
Perfect Spray Co. Competition. 
Middleton Gates’ Cooperage v Insolvency of parent Co. ° 
Cooperage Co. of Canada Depression in staves. 
Middleton Evaporator Burned. 
Mulgrave No factories. C. N.R. Terminal. Men only on part time. 
New Glasgow Brown’s Machine Burned 
j Munro Wire Works Burned. 
Fraser Foundry 
John Stewart Dead. 
W. P. McNeil Dead 
R. Dand Retired. 
F. Drake Dead. 


Creamery & Cheese 

Baillie Harrow 

Colonial Granite Co. 

Fraser's Woodwork 

Harris Forge 

Maritime Bridge Co. Burned. 
New Glasgow Machine 


Town or City 


New Waterford 


North Sydney 


Oxford 


Parrsboro 


Pictou 


Port Hawkesbury 


Port Hood 


Shelburne 


Springhill 


Stellarton 


Stewiacke 


Sydney Mines 


205 


Factories closed or Products 
removed since 1900 Manufactured 


Reason 


Dominion No. 14 Colliery 
Dominion No. 15 Colliery 


Silicate Brick Co. 
C. B. Cold Storage Co. 


American Furniture Co. 
Brick Kiln 

Saw Mills 

Shingle Mill 


No market for coal. 
No market for coal. 


No market. 
Business decline and plant 
destroyed. 


Burned down. 
Removed to Pugwash. 
No logs. 

Competition too great. 


Larrigan Factory Larrigans, tan leathers, shoe 
packs Bankruptcy and closed. 
Shipyards Due to elimination of sail- 
ing vessels. 
Colonial Standard Printing Death or owners. 


Copper Crown Mining Co. Smelting works 
A. McKenna Tobacco Factory 

N.S. Boot & Shoe Co. 

J. Carson & Sons 

Viper Boat Co. 


Leonard Fisheries Ltd. Fish products 
National Fish Co. Ltd. a he 


Coal Mine (1911) 


Some shipyards and boat shops 


None 


Pictou Co. Electric 


None 


Steel Works 


Jubilee Colliery 
No. 4 Colliery 
No. 2. Colliery 
Queen Pit 


Lack of Management. 
Unable to procure raw ma- 
terials at competitive pric- 
es; too far removed from 
markets. 


Liquidation. 
Closed plant. 


Flooded with water 


Business failures—2. 
Lack of orders—2. 


Taken over by Pictou Co. 
Hydro Board. 


N. S. Steel & Coal and 
Dom. Iron & Steel amalga- 
mated. 

Conditions not favorable. 
Worked out. 

Not sufficient cover. 
Worked out. 


Town or City 


Factories closed or 
removed since 1900 
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Products 
Mannfactured 


Sydney 


Truro 


Wedgeport 


Westville 


Windsor 


McKenna Bros. 

J. E. Lefurgey 

Martin & Boutilier 
John Morley 

Rhodes Curry Co. 
Shaw & Bearisto 
Sydney Mfg. Co. 
Wood & McBeth 
Nash & McAllister 
Ronald Gillis 
Mayflower Bottling Co. 
Petrie Mfg. Co. 
Saunderson Mfg. Co. 
Shaw & Mason Ltd. 
Andrews Bros. 
George Barker 
Michael Bates 

R. C. Bulley 

Estano & Co. 

A. D. Falconer 
Farlinger & Stevenson 
C. W. Higgs 

E. W. Johnston 
Sydney Cement’Co. 
Sydney Pressed Brick 
C. B. Enginee:ing Works 


Cross Fertilizer Co. 
W. T. Lynch 


Truro Foundry & Machine 
Co. 

McLeod Bros 

Geo A. Christie 

A. A. Archibald 

J. Lewis & Son 

None 


Mine 


Tobacco mfgrs. 
Contractors 
Plumbers 
Contractor 
Plumbers 
Wood Mfgrs. 
Contractors 
Aerated waters 
Contractor 
Aerated waters 
Aerated waters 
Tar paper & roofing 
Foundry etc. 
Contractors 
Aerated waters 
Painter 
Contractor 
Plumbing 
Contractor 
Contractors 
Contractor 
Wood factory 
Cement & blocks 
Bricks & blocks 


Out of business 1903. 
Moved P. E. 1. 1905. 
Moved 1908. 

Out of business 1916. 
Moved 1910-1921. 
Moved 1910-1921. 
Moved 1901-1910. 
Moved 1901-1910. 
Out business 1926. 
Out business 1916. 
Out business 1926. 
Out business 1927. 
Ceased operations 1922. 
Out business 1926. 
Out business 1923. 
Out business 1906. 
Out business 1908. 
Out business 1920. 
Out business 1918. 
Moved 1907. 


(S. H. Stevenson after 1905). 


Moved 1904. 

Moved 1905. 
Out business 1910. 
Out business 1910. 
Out of business 1916. 


(Verner Eng. Works 1918-22) 


Fertilizer 
Bricks 


Castings etc. 
Wire Mattresses 
Woodworking 
Carriages 

Pegs & Lasts 


Coal 


Coke Ovens & Brick Works 


Woodworking Factory 
Foundry 
Sheet Metal Works 


Dominion Cctton Co. (Suc 


> by IN. S: extiles)) 
Pidgeon Fertilizer (Absorb. by Colonial Fertilizer) 
Windsor Supply Co. (Absorb. by Windsor Furn. Co.) 


Out of business 1928. 
Out of business 193!. 


Death of former owner 
Voluntary. 

Death. 

Removal. 


No sale for products. . 


Economy in freights and 
management by 
mation with existing plants 
in the Proy. of Quebec. 


amalga- 
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Factories closed or Products 
Town or City removed since 1900 Manutactured Reason 
Wolfville None 
Yarmouth Burrill Johnson Iron Co. Stoves, castings | 
W. H. Redding & Co. Shoe factory 
Milton Foundry Castings |Lack of business and fi- 
Yarmouth Knit. Mills Hosiery, Underwear }nance. Perhaps some poor 
Yarmouth Wool. Mills Woolen goods | management. 
G. F. Allen & Sons Barrels, boxes 
Can. W. Working Co. Lumber, etc. 
NUMBER 2. 


Questions 5 and 6 on the Questionnaire asked for an estimate, (1) of the loss 
suffered by the community in tax revenue because of the disappearance of industries 
formerly established in the community; and, (2) loss of population suffered by the 
community through close-downs or removal of industries. The answers given to 
these questions cannot be regarded as an accurate statement of the true situation; 
at the same time they do afford useful information as to the effect of the decline of 
manufacturing in Nova Scotia on the population of towns and cities, and revenues 


collected by such municipalities. 


given under the following headings: 


The following table summarizes the information 


(1) Loss of population due to closing of factories. 


(2) Loss of tax revenue due to closing of factories. 


Town or City 


Loss of population due to 
closing of factories 


Loss of tax revenue due to 
closing of factories 


Amherst 
Annapolis Royal 
Antigonish 
Berwick 
Bridgetown 


Bridgewater 
Canso 


Clark’s Harbor 
Dartmouth 
Digby 
Dominion 
Glace Bay 
Halifax 
Inverness 
Kentville 
Liverpool 
Lockeport 


25% 

200-300 

Nil 

Nil 3 

No decrease but considerable unem- 
ployment 

300 

Number of tamilies and young men 
migrated; othes living on relief 

10% (since incorp. 1919) 

4000 increase 

400 

Nil 

Increase 


None 
20% 
10% 
Nil 


25% 
$30,000.00 
Practically nil 


$300.00 


$2,000.00 
$10,000.00 


$2,500.00 
5% 
$10,000.00 
$3,850.00 
$35,000.00 
Nil 


None 
20% 
25%-35 % 
Nil 


Town or City 
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Loss of population due to 
closing of factories 


Loss of tax revenue due to 
closing of factories 


Louisbourg 200 $40,000.00 - 

Mahone Bay Nil $100.00 

Middleton 50-100 Very small 

Mulgrave 15 Almost impossible to collect 

New Glasgow 10% 

New Waterford 3000. $30,000.00 

North Sydney 800 Industries now closed were largely exempt 
from taxes. Loss about $3 500. 

Oxford 20% Poll Taxes 50%. Concession made in 
taxes to industries to hold them. 

Parrsboro 500 $300.00 at least. 

Pictou $1 500.00 

Port Hawkesbury None yet 

Port Hood 60% 50% 

Shelburne Nil (greater in 1931 than in 1921) Nil 

Springhill Increase 600 $3,000-$4,000. Not through ‘lack of 
industry but inability ef Coal Co. to 
engage local labor. 

Stellarton 

Stewiacke 

Sydney Mines 1000 334% 

Sydney Increase $32,800.00 

Truro 75 $2,000.00 ~ 

Wedgeport 

Westville 600 $3,000.00 

Windsor Nil Nil 

Wolfville Nil Nil 

Yarmouth Very little $10,000.00 


It is quite certain that the answers 
In some cases the Town Clerk bulked the loss of tax revenue ov 
whereas in other cases the annual loss of tax revenue was given. 


given to question No. 6 are not uniform. 
er the entire period, 
There is no doubt, 


however, that the close-down and removal of factories has resulted in a substantial 


loss of revenue with the majority of Towns and Cities covered by the questionnaire. 
The effect of this loss of tax revenue has been serious, both in its direct and indirect 
consequences. It has resulted, of necessity, either in reduction of services or an 
‘ncrease in the tax rate. Where the latter expedient has been adopted it operates 
as a deterrent both to the establishment of additional factories, aid the influx of new 


population. 
NUMBER 3. 
MANUFACTURING INDUSTRIES NOW OPERATING IN NOVA SCOTIA 


Question No. 4 of the questionnaire asked for a return, giving (a) a list of in- 
dustries established in the community at the present time; (b) products manu- 
factured; (c) average working force of each factory. The following table gives a 
summary of the information received in answer to these questions: 


Town or City 
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Factories now operating 


_ Products manufactured 


Amherst 


Annapolis Royal 


Antigonish 


Berwick 


Bridgetown 


Bridgewater 


Canso 


Clark’s Harbor 


Robb Eng. Works Ltd. 
Christie Bros. & Co. Ltd. 


A. E. Wry Stand. Ltd. 
Rhodes Curry Ltd. 
Enamel & Heating Prod. Ltd. 


Can. Car & Fdy. Ltd. 


Mar. Pant Mfg. Co. 
McLean Milling Co. Ltd. 
Tingley Granite Works Ltd. 
Blacking Co. Ltd. 
Tennants Ltd. 

Chapman Bros. 

Amherst Creamery 

Victor Bakery 

Frasei’s Bakery 

F. A. Hewit & Sons 


Woodworking factory 
Woodworking factory 
Dairy Mfg. plant 


Berwick Bakery 
Berwick Fruit By-products 
T. S. Simms Co. Ltd. 


J. H. Hicks & Sons 
Beeles & Peters 
M. W. Graves & Co. 


Annapolis Valley Cyder Co. 


LaHave Creamery 
Lunenburg Milling Co. 


Telfer-Crowe Woodworkers Ltd. 


Acadia Gas Engines 
Lunenburg Canners Ltd. 
C. N. R..Shops (curtailed) 


One firm handling salt fish 
Boat & Dory Building 


Fish Canneries 
Oil Clothing 


Engines boilers 

Trunks bags caskets funeral sup- 
plies 

Boots, shoes, harness 

Builders supplies 

San. enamelware, furnaces, etc. 

Ry. cars, wheels, rolled stock 

Men’s pants, windbreakers 

Feed 

Monuments 

Shoe blacking & dressing 

Beverages & Ice Cream 

Beverages 

Dairy products and Ice Cream 

Bread cakes etc. 

Bread cakes etc. 

Can. goods 


Lumber and the finished product 


Bread & Pastry 
Apple by-products 
Dehydrating (not yet operating) 


Woodworking 
Barrel stock etc. 
Cider Vinegar & Ev. Apples 


Ae MO MOND D Ww 


Spring & Summer 15 


Fall 
Cider, Vinegar, Bevs. 


variable 


demand. 


| 
| depending on 


Town or City 


Dartmouth 


Digby 


Dominion 
Glace Bay 


Halifax 


210 


Factories now opetating 


Products manufactured 


Consumers Cordage Co. Ltd. 
Dominion Molasses Co. Ltd. 
Haldar Canneries Ltd. 


Liquid Carbonic Can. Corp. Ltd. 


Starr Mfg. Co. Ltd. 

E. H. McElmon 

Imperial Oil Ref. Ltd. 
Maritime Fish Corporation 
H. T. Warne 

Electric Power Plant 


Nil 
Dominion Coal Co. 


Moir’s Ltd. 

J. J. Scriven & Sons 
Halifax Meal Mills Ltd. 
A. Keith & Son 

John MacInnes & Son 
Simpson Roberts & Co. 
N.S. Fertilizer Co. 
Goidon & Keith 
Clayton & Sons 


W. H. Schwartz & Sons 
Jas. Crosskill & Co. 


W. H. Donovan 

Whelan & Ferguson 
Flemming Bros. 

Hillis & Sons Ltd. 
Brandram Henderson Ltd. 
Davis & Fraser 

Mitchell & Shaffner 

Jas. Donohue Ltd. 


Bentley & Flemming 


Acadia Sugar Refining Co. Ltd. 
Farquhar Heating & Plumbing Co. 


Kellys Ltd. 


Rope 

Molasses, Syrup, L. J. 
Can. fish products vegs. 
Carbonic Gas ; 
Skates nuts & bolts 
Sashes and woodwork 
Gasoline and Oil Products 
Cured Fish 

Lumber, box-making 


Confectionery, bread, etc. 
Bakery products & 


Brewers 
Lumber & contractors 
Comm. Merchants 


Tailoring, men’s & boys’ clothing ~ 


(formerly 350) 

Coffee, Spice mfgrs. 
Syrups, L. Juice, etc. 
(Moved to Dartmouth) 
Carbon Beverages 
Brass founders 
Foundry 
Paints, etc. (formerly 60) 
Pork packers 
Sail makers 
Roofers, sheet metal wkrs. 

body reprs., welders 
Spars, oars, hollow masts 


Leather goods 


Acadia Powder Co. (now Can. Industries Ltd.) 


Phillips & Marshall 
Oland & Sons Ltd. 
Bens Ltd. 

Burns & Kelleher 


Printers 

Brewers 

Bakers and Canners 
Marine Engrs. 


auto 


all 


Ay. work. 
Town or City Factories now operating Products manufactured force 

Halifax cont'd. Piercey Supplies Ltd. Bldis. supplies woodwkrs. 40 
Rameys Ltd. 
Barrett Co. Ltd. 
Halifax Shipyards Ltd. (formerly 800) 100 
Guildfords Ltd. Machinery 8 
Bluenose Bev. Co. Carbon. Beverages 5 
Building Supplies & Milling Co. Ltd. 13 
Vetcraft Industries 11 
J. & M. Murphy Ltd. Dry goods 15 
(Figures given here for largest employers only) 

Inverness Coal mining (about) 500 

Kentville Lloyd Mfg. Co. Saw Mill machinery if 
Redden Woodworking Co. 6 
Niagara Spray Co. 5 
D. A. R. Machine Shops (time cut to 16 ds. or 20 a month) 125 

Liverpool Newsprint Mill 300 
Fish Cold Storage Plant 20 
Machine Shops 
Iron Foundry 
Marine Railway 30 

Lockeport Lockeport Co. Ltd. 
Swim Bros. Ltd. 

Louisbourg Fishing only industry 

Mahone Bay Ernst Shipbuilding Co. Boats vessels yachts 20 
J. McLean & Sons es e ng 12 
Hamm Yacht Yard . “ Ay 4 
Maritime Mfg. & itd Builders’ Supplies 8 
Oak & Black Works Vessel accessories 5 

Middleton A. W. Allen & Sons Building materials 20 
Valley Milling Co. Corn products & barrels 8 
G. N. Reach & Sons Barrels & Apples 8 
Middleton Fruit Co. Packed Apples 5 
C. M. Hoyt Monuments 6 
W. D. Rice Monuments 8 
MacKenzie Creamery Butter 10 
Scotian Gold Ltd. Beverages 10 
Maritime Tel. & Tel. Co. Tel. Construction 12 
E. L Balcom & Son Machinery 12 
C. B. Mosher Concrete Blocks 3 

Mulgrave A. & R. Loggie Co. Ltd. Fish 35 
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Av. work 
Town or City Factories now operating Products manufactured force. 
New Glasgow Angus Grant Woodwork 2 
Matheson’s Foundry Boilers 30 
J. W. Cumming Mfg. Co. Foundry Steel 100 
J. E. Garrett Ltd. Mats Woolen Mills 15 
Johnson & McDonald Flour Feed 15 
Sunshine Laundry Laundry 20 
Riverbank Mfg. Co. Eel grass plant 15 
Steel Furnishing Co. Stokers 25 
Standard Clay Products Tile etc. 70 
Muirhead & Fraser Foundry 5 
New Waterford 2 Coal Mines 1 700 
Fishing Industry 50 
North Sydney Thompson & Sutherland Ltd. Stoves, ranges etc. 35 
Home Bottling Co. Mineral waters 10 
Leonard Bros. Fish Products 4 
Albert Jesty Bread & Pastry 
Charles Meloney a nS ff 
Parrsboro None. Only employment at present from shipping of pulpwood and 
lumber. (During summer ship. 30) 
Oxford Oxford Woolen Mills Ltd. Woolen goods blankets etc. ; 15-20 
Oxford Furniture Co. Furniture, bldg. materials 5-10 
Oxford Foundry & Machine Saw mills, castings, etc. 5-10 
Pictou Pictou Foundry Foundry, machinists 12 
Pictou Advocate Printing 7 
Burnham & Morrill Co. Lobster packers (in season) 100 
Fred Magee Ltd. - oe oo 100 
Maritime Packers Ltd. 2 Me es 100 
D. Fullarton & Son Woodworking 12 
G. J. Hamilton & Son Biscuits, confectionery 100 
J. & J. Yorston Marine Railway 4 
Port Hawkesbury P. H. Marine Railway 
H. W. Embree & Sons Yachts, boats 5-30 
Port Hood None 
Shelburne Shipbuilding 15 
Cold Storage Plant 15 
Box Factory 25 
Machine Shop 5 
Granite Works 5 
Boat Shops 5 
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Av. work 
Town or City Factories now operating Products manufactured force. 
Springhill Cumberland Ry. & Coal Co. 1 400 
Stellarton D. Porter & Son Lumber 5 
Pictou Co. Dairy Butter & Ice Cream 5 
Fraser & Ross | Flour & Feed 5 
Stewiacke Canadian Lumber Co. Laths, box shooks etc. 60-70 
J. Lewis & Sons Ltd. Peg Wood 50 
Sydney Mines Princess Colliery 869 
Indian Cove Coal Co. (three small mines) 96 
Sydney Dom. Tar & Chem. Co. Tar, pitch, etc 20 
H M. Israel Contractor 5 
John W. Stephens Contractor 5 
Frank Bayer & Co. Plumbing 5 
O'Callaghan & McKenzie Painters 5 
Chappell’s Ltd. Contractors 67 
James Clarke Foundry 24 
(Sydney Foundry & Machine Co. after 1912) 

Dom. Coal Co. Coal shipping 214 
Dom. Iron & Steel Co. Iron & Steel 1 740 
@aB. Electric €o. Ltd: Electricity 35 
Havelock Bottling Co. Aerated waters 6 
Hagen & Co. Plumbers 6 
R. G. McDougall Contracto1 5 
Edwin G. Shaw Roofing ete. “6 
Truro Stanfields Ltd. Underwear 400 
Borden Ltd. Cond. Milk & Coffee 10 
Eastern Hat & Cap Co. Hats, caps, shorts, hosiery 40 
Orange Crush Ltd. Aerated waters 10 
Spencer Bros. & Turner Woodworking 20 
Halliday Craftsmen Woodworking ; 20 
Brookfield Creamery Butter. I. Cream, Soft Drinks 10 
H. A. Johnson Castings & Machine work 5 

Wedgeport Farming & fishing 
Westville Intercolonial Coal Co. (working 1 or 2 ds. wk.) 500 
Windsor Nova Scotia Textiles Wool and silk underwear. 150 
Colonial Fertilizer Co. Fertilizers 50 
Windsor Plaster Co. Wall plaster selenite 12 
Eastern Lime Co. Lime 6 


Windsor Supply Co.—Expect to operate very near future. 
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Av. work 
Town ur City Factories now operating Products manufactured force. 
Wolfville 3 Apple Packing Warehouses 15-20 
Wright & Baltzer Woodworking 8-10 
Dehydration Plant : 25 
Yarmouth Cosmos Cotton Co. Cotton duck (part time) : 275 
Yarmouth Woodworkers Lumber, bldrs. supplies 6 
W. G. Utley & Co. Machinery Engines 6 
M. C. Hemeon zs os 6 
Cedar Lake Lumber Lumber bldrs. supplies 5 
T. P. DeWolfe & Co. Candy 
Raw. Davis se€or- = Blank books, paper boxes 10 


H. S. Cook & Co. Stoves, castings 5 
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APPENDIX B. 


THE TRADING POSITION OF NOVA SCOTIA (1932). 
(1) Traffic returns of Canadian National and Dominion Atlantic Railway. 
(2) ‘Traffic returns of steamship companies engaged in inter-provincial trade. 
(3) Consolidated railway and steamship traffic returns on inter-provincial trade. 
(4) Express returns. | 
(5) Customs returns of imports and exports. 


(6) Estimated balance of trade in agricultural and livestock products. 
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NUMBER 5. 


STATEMENT OF IMPORTS OF GOODS AS SPECIFIED ENTERED FOR 
CONSUMPTION IN THE PROVINCE OF NOVA SCOTIA AND OF 
EXPORTS (CANADIAN PRODUCE) THROUGH PORTS IN THAT 
PROVINCE, DURING THE FISCAL YEAR ENDED MARCH 


31st, 1933. 


Item 


Fruits, nuts and= vegetables: m:, - shi ete eae ree 
Grain and farinacéous products. > Wye ae ee 


Vegetable oil for food ee >See 
Sucanandiproducts*. | ao: 


Tea, coffee, cocoa and (spices. c ee.n = erage tere 
Other vegetable food products; sae 22a) wer 2 ee 


Total vegetable food products. 


Alcoholicibeverages. sternite = ete en) eer ee 


Gums... 


Vegetable oils, not toritood: ae me nay aerate 
Plants, trees, shrubs'and vines: 5 2. v5 poem 
Rubber and manufactures... ee «40 see eee 


Seeds... tod ee ee ce ot eee 
Tobacco, and manufactures...... 


Vegetable products, other than food... )--...2).---- 


Total vegetable products other than food........ 


Animalis, livin... 


Boné, ivoryand chell: alts se ae re 
Feathers and products.- 9) pe eee 


Fishery products... .. «.. 


Furs, hair) hides*and leathensrcs ieee et 


Meats: 222-5 


Milkand products). 7a eee ee 
Animal:oilé.. fats, eter) oe eee ore chee ce 


Other animal products, sss. 402 


Total animal products gaereererety lc o ee 


Imports Exports 
¢ 1,050,785 $$ 4,230,617 
491,048 raid Oe et ET 
D900) = ee 
1,673,440 428,237 
582,022 6,752 
4,339 38,788 
0, 100,092) > (.S0oe TL 
289,988 1,223,080 
8,898 70 
32,867 ~ 244 
14,547 9,634 
16,5388 642,421 
14,267 61,735 _- 
8,234 1,028,996 
19,577 93,162 
$ 404,916 $ 3,054,842 
3,469 124,564 
5,694 422 
1.8609 8 ae ee 
214,335 4,769,798 
15,574 4,346,582 
28,096 964,566 
11,062 596,419 
12,317 63,886 
5,246 120,550 
$ 297,653 


$10,986,732 
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Item 


Cotton and manulactures.. ij.) 2. . 665 See uee ee ees 
Flax, hemp and jute products........-+-+---+++s05> 
Tieaat pee Guicke ots 0S. ah A oo et ae © 


Wool and products. 


Artificial silk and products. ae ee 
Vegetable fibres and ee nO: p.. 


Mixed textile products. . 


Total fibres, textiles and products.........------ 


Wood, unmanufactured, or partially manufactured .... 


Wood, manufactured. . * > ae 
Paper and manufactures, n. oO. p. 
Books and printed matter. . 


Total wood and paper and manufacturers.......- 


Iron and steel pigs, pee billets and scrap. 
Castings and forgings. . 
Rolling mill See 11.0, p. 

Pipe and ie a 

Wire. 

Chains. . bees 

Engines and boilers. oh) 

Agricultural pene a and d implements. 
Hardware and ee ce 
Machinery, n. 0. p. 

Springs. 


Stamped ‘and. coated products. ee es Dae et 


Tools. . 
Vehi¢les. . . . 
Other iron and steel ‘products. . 


Total iron and steel products. .......--..0++-+--: 


seb 0a 1S NG Sam 


Brass and products. . 


Copper and products. Bee ia 


Lead and products. . 

Nickel and products. . 

Precious metal and products. . 

Tin and products.........-----+-++- 
Zinc and products. . 

Other nonferrous metal products. . 


Imports Exports 
275,715 291,202 
136,336 966 

46,489 105,346 
88,058 41,001 
7,674 10,388 
44,528 thas tas 
244,620 245,526 
$ 843, 370 $ 694,429 
fs 992 2,211,360 
32,760 990,291 
54,232 4,397,467 
163,128 60,016 
¢ 257,107 $ 7,659,134 
121,817 bs aifot ee 
3,888 4,997 
121,271 6,940 
22,459 54,507 
16,754 22,762 
8,578 12,368 
165,734 19,524 
19,742 23,544 
22,282 93,969 
206,158 442,055 
235 Ye. 
7,736 8,010 
8,046 86,027 
57,954 201,736 
129,238 111,980 
$ 911,892 $ nt 088, A19 
4,589 BA, 125 
46,912 177,910 
6,088 712,401 
3,457 asad. 
6,172 341,699 
smd) 386,757 
7,441 178,921 
4,368 bees 


Item 


Clocks and watches.< sn ee 


Electrical apparatus, n o. p. 
Other nonferrous metal products. . 


Total nonterrous metal prodiicts....22555 2-5-4 


Ashestoss 2.10 


Clay and products. Sn ie she. eee 


Coal and products. . 


Clasdiand protliicigt = 6. ao eee 
Graphiteand productsam, 4h sn. 2. ean nee ee Dear es 
Petroleum and’products:2)..<:.-:4 te eee eet ee 


Stonerand products... 7.. 


Other non-metallic mineral products. 2 Ti See 
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Total non-metallic mineral products. . 


Ncidseee 

Alcohol, industrial . 

Cellulose products. . a 

Drugs and medicinal preparations. . 
Dyeing and tanning materials. 


Bixplosi vies iq teh ARE tut Sue keen cae eine eee oe ae 


Fertilizers. . nee 

Paints and varnishes....... 
Perfumery and cosmetics and soap. 
Inorganic chemicals, n. o. p. 

Other drugs, dyes and chemicals. 


Total chemicals... 
Amusement and Fs teas: 


Brushes. . te 
Containers, NLOLDs 


Household and personal equipment. ee sue ore 


Mineral waters: . 2.8 
Musical instruments. . 


Scientific and educational equipment. wes 


Ships and vessels. . 
Vehicles, n. o. p. 
Other Micrel eate COmmouiicle 


Total miscellaneous commodities................ 


‘otal: INGVa SCOtias on. <.2ay 40s eee ee 


Imports Exports 
3,954 1,234 
92,966 123,254 
48,044 56,998 
¢ 229,161 $ 2,038,899 
4,256 27,641 
101,605 2A ORT 
653,055 658,101 
72,750 9,103 
Took 43 
2 FOA- GG 683,880 
32,135 355,954 
99,756 60,174 
$ 3,159,619 $ 1,815,983 
2,894 8,864 
562 

G44 Nes sete eect 
70,765 140,501 
10096 At: bas eee 
687 5,990 
283,007 23,322 
29,567 68,3823 
3,932 139,149 
304,576 141,462 
22,158 45,206 
§ 728,326 $ 673,379 
S217 13,807 
1,395 27,285 
143,140 107,508 
42,464 62,934 
769 1,165 
4,195 7,880 
55,950 393,218 
20,296 263,890 
2,621 5,386 
885,803 94,729 
$1,188,750 $3 | 917,752 
$11,776,386 $36,743,440 


N 
AGRICULTURAL AND LIVESTOCK PRODUCTS. 
1932. 


Product 


WAIVER Caen & Seppe omedceoe ac 
(Gorn. on ee et eed 


Oats.. 
Barley. . 


Other Giains. ” i. < - - 


Flour. 


Other Grain Products. j 


Hay and Straw.. 
Apples, Fresh. . 

ES Evaporated .. 
Other Fruits Fresh. 
SROtatoes as si. 
Other Vegs. Fresh. . 


Other Agri. Prods. .. .. = 


Horses. . 


Cattle... perce trie 


Sheep.. 
Hogs. . 


Dressed Meats, Fresh. ee. 

fare Cised:.o= 

2 oer Salted s.. 
Other Packing House 


PRroductss- eee: 
Poultry .. 


“Eggs... . . Bee cece. 
CARVIN Ren go Ke ae close BO aCLOE 
Gheescar ne ee ke: 
WiGrolles no moos dn no oe on 
elicesten te creer 


Total. 


*A substantial quantity of potatoes is 
The above figures does not in 
**Tn addition, a percentage, 


eggs. 


***Tn addition, a percentage, 


butter. 
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NUMBER 6. 
INTER-PROVINCIAL TRADE 
I 


Imports of Nova Scotia 
From Other Provinces of 


Tons 


1240 
8061 
10282 
932 
2830 
69494 
50291 
7384 
219 

2 
2663 
WU coDe 
2724 
2213 
973 
241 
27 
104 
10590 
2221 
935 


5305 
AIT 
1107 
1765 
AQ1 
AT3 
134 


clude P. E. I. 
about 20%, of “Other Pa 


Canada. 
Quantity 
Lbs. Value 
3138 $ 37,204.70 
420 241,836.30 
1970 306,989.55. 
1040 27,975.60 
1470 84,922. 50 
292 3,474,707.30 
690  1,508,740.35 
1720 88,618.32 
1060 19,757.70 
570 375. 60 
520 213,060.80 
345 444,529.32 
385 81,725.78 
1398 110,684.95 
280 121,625.00 
500 19,300.00 
Arey 4,320.00 
1639 25,156.68 
436 2,118,048.60 
482 710,797.12 
1730 233 ,966. 25 
1864 1,273,423.68 
C0. 166,815.40 
1475 288,011.75 
1195 882,798.75 
230 147 334.50 
205 141,930.75 
1808 13,490.40 
12,787 ,142.65 


Exports from Nova 
Scotia to Other Pro- 


vinces of Canada. 


Quantity 
Tons Lbs. 


1184 
518 


Value 


$ 17. 
wv) 


68 


76 


490,570.65 


cking House Products” 


about 10%, of “Other Packing House Products’ 


rebilled and shipped to the West Indies, etc. 
schooner-shipped potatoes, etc. 


comprises 


’’ comprises 


i 
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